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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 


ES 


SUUMUNIIINUINLIIVULULIUIIUUIULLUUVULUIOUIVULLULUULUUUAUTOULELUULTUTUUU UT 


ET ITUAWL ULLAL ULL UU LULU UU LEU LULU 





THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - - - - £4,500,000 
Reserve Fund £4,475,000 
Reserve Liability of Peapeioteve under the Chanter £4,500,000 


‘£13,475.000 
COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. = LIVINGSTONE-LEARMONTH, Esg@., 
Cc. E. BARNETT, Eso. Ds 
J. F. G. GILLIAT, Eso. RIGHT ‘HON. THE EARL OF MIDLETON, K.P. 
KENNETH GOSCHEN, Esq HAROLD NELSON, Eg 
C. G. HAMILTON, Eso. ae eee Bee 
+. R. JOHNSON, Rea” JOHN SANDFRSON, Esq. 

-R. » Esq. ARTHUR WHITWORTID Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers. Letters 
of Credit and Drafts. also Circular Notes and Circular Credits available in all parts of the world. 

, Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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Economy of Time in 


Finance 


MOOD Y’S-— Economist SERVICES 


EVERY day the same calculations are made on the same company 
Statistics at hundreds of City offices—a reduplication of work 


which wastes hundreds of wage-hours. 
This waste can be eliminated. 


For a moderate subscription there are placed at your disposal the 
combined resources of Moody’s, the great American statistical 
organisation, and ‘* The Economist,’ whose reputation as an economic 


journal is world wide. 


Subscribers to Moody’s-Economist Services are provided with 
fully worked out statistics and analyses on all standard British, Foreign 
and American companies. A daily news service keeps the information 


up to date. 


Full particulars are to be had from 


MOODY’S- Economist SERVICES, 
King William Street House, 
E.C.4. 


Tel. Mansion House 7685 
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LLOYDS BANK LIMITED 


Head Office: LONDON, E.C. 3 


Chairman : Deputy-Chairman : 
* J. W. BEAUMONT PEASE Sir AUSTIN E. HARRIS, K.B.E. 


CAPITAL SUBSCRIBED £73,302,076 
CAPITAL PAID UP - - 15,810,252 
RESERVE FUND - - 10,000,000 
DEPOSITS, &c. (31s: Dec. 1929) 353,145,981 
ADVANCES, &c. — do. 191,752,253 


Over 1,850 Offices in England and Wales, and others 


in India and Burma. 





NAL PROVINe 
oe BANK Clay 


LIMITED 
TOTAL RESOURCES 
Over £290,000,000 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,300 Offices. Agents Everywhere. 





Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 





TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 





AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 





Commonwealth ff. Bank of Australia 


. >. RIDDLE, Governor. H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 


BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers tt—-THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,655 Post Offices in the Commonwealth, &c. 
As at 31st DECEMBER, 1929. 
General Bank Balances a 
Savings Bank Balances 
Note Issue Department 


Rural Credits ae ccntans 
Other Items.. ‘ 


£3725055336 
5153753150 
45,301,226 
1,315,114 
7,462,384 
£142,959,210 


——— 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 











THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Authorised Capital - - - £5,000 ,000 
Capital Subscribed and Paid Up - £2,208,000 
Reserve Fund . . . £1,086,880 
Aggregate Assets 30/6/29 - - £19,980,768 


DIRECTORS : 


SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, O.B.E. 
FRANK N. YARWOOD. JAMES KELL. 


LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, LL.D. 


GENERAL MANAGER : 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
HARRY TABOR BROOKS. A. DODDS FAIRBAIRN. ALFRED SHEPHERD. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howe, Manager, with 
154 ha Agencies i in New South Wales. 


BRISBANE O ALEXANDER, Manager, with 25 Branches and Agencies 
in Queensland. 


MELBOURNE OFFICE: 325 Collins Street. M. Burton Finney, Manager. 
ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 
PERTH OFFICE: 73 St. George’s Terrace. K.V.R.Doucias, Manager, and two branches. 
LONDON OFFICE: 62 Bishopsgate, E.C.2. Arruur F. Jenxins, Manager. 
The London Office is prepared to transact erery description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly aeons, 
with other Bankers, throughout Australasia, New Zealand, the United Kingdom, the Far East and 
elsewhere, whereby it is able to carry out ail requirements with promptitude and to best advantage. 














Guaranty Trust Company 
of New York 


A MERGER OF 


NATIONAL BANK OF COMMERCE IN NEW YORK—GUARANTY TRUST COMP4NY OF NEW YORK 





Organized 1839. Organized 184. 





HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 


Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and connections throughout the world. 
The Guaranty Trust Company is thus able to offer unrivalled 
international banking facilities to banks, financial houses and merchants 
engaged in foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 


NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 


Incorporated with limited liability in the State of New York, U.S.A. 
Capital and Surplus $260,000,000. Total Assets exceed $2,017,000,000. 























MITSUI BANK 








Capital subscribed Yen 100,000,000 
Capital paid up - Yen 60,000,000 
Reserve Fund - Yen 65,200,000 
Undivided Profits Yen 2,078,361 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Pombay, New 










LONDON OFFICE: 
Winchester House, Old Bread Street, 





Telephone ~ - LONDON WALL as 


Cable Address ‘‘ MITSUIGINK, LONDON” 






TRADE INDEMNITY 


COMPANY LIMITED. 
Established 1918. 


(Chairman—C. E. HEATH, O.B.E.) 


CAPITAL: 


AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


The object of the Company is to assist British 
Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 


In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against-the event of the policy being 
invalidated through neglect or otherwise on 
the part of the Assured in complying with the 
Conditions of the policy. 


THE 








LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 10683 
























(Dec, 1929) 

















York, Shanghai, Sourabaya. 









Prospectus and Proposal Forms can 
e obtained on Application to— 


77 CORNHILL, LONDON, E.C.3. 


Underwriter: H. S. SPAIN. 
MANCHESTER OFFICE : Yorkshire House, Cross Street 
All inquiries are treated in the strictest confide-ce 






E.C. 2. 
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NATIONAL BANK OF NEW ZEALAND, 





a TTY 








a LIMITED. 
Incorporated in England under the Companies Acts, and in New Zealand by Special Act of the General Assembly. IWA vv 
AUTHORISED AND SUBSCRIBED CAPITAL eae ose eee ose «. £6,000,000 E 
PAID-UP CAPITAL ..... ase 2,000,000 E 


RESERVE FUNDAND UNDIVIDED PROFITS .. _. 2,155,154 : 
AGGREGATE ASSETS TO 3ist MARCH, 1929 £18,809,388 -£4'55:'154 : 


Head Office: 8, MOORGATE, LONDON, E.C.2. 


THE BANK receives Deposits for fixed periods at rates which may be ascertained on application, 
and conducts every description of Banking Business connected with New Zealand. 


ARTHUR WILLIS, MANAGER. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL AND RESERVE FUNDS - . £3,500,000 


Head Office : 
38 St. Andrew Square, EDINBURGH. 


OVER 200 BRANCHES THROUGHOUT SCOTLAND. 


London Office: 
38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 


NATIONAL BANK OF EGYPT, 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - £3,000,000, 
RESERVE FUND - - - - > - £2,950,000. 
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London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 
YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Incorporated in Japan.) 


Capital Subecrined and Fully Pale 7 - Yen 100,000,000 
Reserve Fund - - ~ - - Yen 111,500,000 


Head Office: YOKOHAMA. 


BrancueEs and Acencrss at Alexandria, Batavia, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), Fengtien 
(Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, Los 
Angeles, Lyons, Manila, Nagasaki, Nagot , Newchwang, New York, Osaka, Pekin, Rangoon, Rio de Janeiro, 
Saigon, ‘Samarang, San’ Francisco, Seattle, ” Shanghai, Shimonoseki, "Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 

Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 

for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, “yo E.C.2 
D. NOHARA, Manager. 


































) — — | Efficiency 


O delays, no wrong numbers, no trouble ; in fact, 
the nearest approach to the ideal that can be 
obtained. These are the advantages enjoyed by the 
many satisfied users of “‘ Standard’’ Private Auto- 
matic Telephone Systems. 
These systems enable queries to be settled with a rapidity 
which can only come from speedy communication between 


various departments — communication automatically 
accomplished which reduces to a 
minimum the movement of employ- 
ees from their desks. Provided the 
number is not engaged you can 
always get through to the person you 
want in 3 SECONDS. 
Of immense saving too, is the fact that The 
“Standard ” Automatic Telephone Systems 
dispense with the services of operators. 


Our illustrated booklet describes fully the many advantages 
that our system provides for Banks. May we send you 
a copy ? 


Srondard 


AUTOMATIC TELEPHONE ‘SYSTEMS 


> Standard Telephones and Cables Limited 
Columbia House, Aldwych, London, W.C.2 


*Phone: Holborn 8765 (20 Lines) 
Works: HENDON, NORTH WOOLWICH, NEW SOUTHGATE. 


Branches: BIRMINGHAM, GLASGOW, LEEDS, 
LIVERPOOL, MANCHESTER & DUBLIN. 
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LTD. 
JASSY——-BUCHAREST. 


oo 


BANCA MOLDOVA |'| BUDGET SUPPLEMENT | 


Capital Paid up and Reserves— 
LEI 180,000,000. 


oO a0 
Cable Address: MOLDOBANCA. 


Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BACAU, BARLAD 
BELTZY, RENI, TIGHINA (BENDER) 

ROMAN, VASLUI. 


Oo oO 





Every 


Description of Banking 
Business Transacted. 








EDEN HOTEL 


18, Budapester Strasse, 


BERLIN W. 








The most up-to-date 
WEST-END HOTEL. 
Opposite the Zoo. 
Two minutes from the 
Zoological Gardens 
R.R. Station 













All rooms with running 
hot and cold water and 
telephone 


13) 
GRILL ROOM 

















With The Economist of 
April 5th is published a special 
Supplement dealing with the 
National Finances. 
It includes an analysis of the 
accounts for the year ended 
March 31st, and the course of 
Revenue and Expenditure 
in recent years. As a handy 
form of reference, the Supple- 
ment is of the greatest value 
to all those interested in Mr. 
Snowden’s forthcoming Budget 


The Economist 


Cbtainable from all Newsagents. 
PRICE 1/- 


or from the Publisher, 
6, Bouverie Street, Fleet Street, London, E.C.4 















GERMANY 


DUSSELDORF 
RHINELAND 


















Palast-Hotel 


BREIDENBACHER HOF 


A Home away from Home 


UP-TO-DATE COMFORT 
BAR GRILL ROOM 


Manager: Hermann Bieger 
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THE HALIFAX 


The World’s Largest 
BUILDING SOCIETY 





GREAT INCREASE OF BUSINESS 
TOTAL ASSETS - £59,394,342. 
ANNUAL REPORT OF THE DIRECTORS 


to be presented to the Shareholders at the Annual General Meeting of the Society 





The Directors have great pleasure in submitting 
to the Members the Annual Statement of Accounts 
showing the operations of the Society during the 
financial year ended the 31st January, 1930. 

The success and progress of the Society have 
been continued to a gratifying degree and there 
have again been large increases in the funds and 
membership. The benefits of amalgamation con- 
tinue to accrue and substantial economies, with 
increased efficiency, have been experienced. 


ASSETS.—tThe total Assets at the end of 
the year amounted to £59,394,342, an increase 
of £5,239,301. 

RESERVE FUND.—tThe Reserve Fund, after 
providing for all interest and bonus allotted up 
to the date of the account, stands at 2,017,598, 
being an increase of £328,359. 


INCOME.—The Income for the Year, exclusive 
of investments realised, was £29,059,351. 


MORTGAGES.—The amount advanced upon 
new mortgages during the year was £12,455,559, 
an increase of £2,241,031, mainly upon the security 
of dwellinghouses for the personal occupation of 
the borrower. 


The new borrowers number 24,064, compared 
with 20,926 in the previous year, and they now 
show an average of only £517 per new mortgage 
completed. The total amount now due upon 
Mortgages is £44,783,384, an increase during the 
year of 4,212,729, and the total number of 
Borrowers is 118,560, an increase of 11,664. 


Of this total 81 per cent. are in respect of 
Mortgages where the debt does not exceed /500, 
and the average amount owing on all the Society’s 
mortgages is only £377 each. The Mortgage 
Accounts are in an entirely satisfactory condition, 
and there are no properties of borrowers in the 
possession of the Society to be reported in the 
Statutory Schedule. 


SHARE AND DEPOSIT FUNDS.—-The amount 
Standing to the credit of Investing Shareholders 
and Depositors is £57,376,744, an increase of 
£4,910,942 during the year. 


PROFITS.—tThe gross profits of the year, after 
payment of all expenses and Income Tax, amounted 
to £2,746,839, and after providing for all interest 
due to Depositors and Shareholders up to the date 
of the Account, there remains a surplus profit of 
£455,339. 


to be held at Halifax, on Monday, the 31st day of March, 1930. 












New Balance Sheet and Full Information Free on Application. 














The Directors recommend that there shall be 
distributed, in addition to the interest of £3 10s. od. 
per cent., a bonus of {1 10s. od. per cent. upon 
the sum standing to the credit of Paid-up Share- 
holders, Class 1; and, in addition to the interest of 
£3 10s. od, per cent., a bonus of £2 108, od. per cent. 
to the Subscription Investing Shareholders upon the 
total amount paid by them up to the end of the 
preceding year. 

They also recommend that the sum of £20,000 
he granted to the Staff Superannuation Fund and 
that / 30,000 be written off Office Properties Account, 


The new Accounts opened during the year 
numbered 84,701, compared with 79,297 in the 
previous year, and the total number of Shareholders 
and Depositors accounts open at the end of the 
year was 597,687, an increase of 35,714. 


NEW BRANCHES.—New Branches have heen 
opened at Aberdeen, Ayr, Burton-on-Trent, Coat- 
bridge, Dumfries, Dundee, Ellesmere Port, Falkirk, 
Great Yarmouth, Greenock, Harpenden, Kidder- 
minster, Kilmarnock, Kirkcaldy, Leamington Spa, 
Marple, Northwich, Paisley, Perth, Redditch, 
Stourbridge, Sutton Coidfield, Sutton, Walsall and 
Wisbech. 

NEW OFFICE PREMISES.—New and perma- 
nent office premises, staffed by the Society, have 
been opened during the year at Blackburn, Edmonton, 
Ilford, row Moor, Pudsey, Southampton and Weston- 
super-Mare, and premises acquired and arrangements 
made for new offices at Portsmouth and Belfast. 


The extension of the Society’s Branch organisa- 
tion to many important areas in the country has 
enabled the Directors to distribute mortgage in 
vestments very widely, and they are confident 
that this policy is not only a prudent one, but it has 
given opportunity for the Society to employ more 
capital for new mortgage business in districts where 
it was most needed and well secured. 





The Directors desire to congratulate the Members 
upon the remarkable expansion of the business 
of the Society during the past year, as revealed 
by the Statement of Accounts, and also upon the 
fact that the Society has still further strengthened 
the predominant position it has heid for many 
years as by far the largest Building Scciety in the 
World. They also acknowledge and appreciate the 
loyal and efficient.services given by the Officials 
and Staff. 

ENOCH HILL, 


President and Managing Director. 





HEAD OFFICE: PERMANENT BUILDINGS, HALIFAX. 


London Office : 


124 CHARING CROSS ROAD, W.C.2. 


Telephone : 
TEMPLE BAR 1377. 
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ALLIANCE 


Assurance Company Limited. 


Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Marine Department: 2-6 Billiter Square, London, E.C.3. 
Established in 1824. 


Assets exceed £30,000,000. 


Directors : 
CHARLES EDWARD BARNETT, Chairman. 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 

SiR IAN HEATHCOAT Amory, BarT., C.B.E.| R. M. HoLLAND-MartTIN, C.B. 
THE VISCOUNT BEARSTED, M.C. Davin LANDALE. 
FREDERICK CAVENDISH BENTINCK. COLONEL WILFORD N. LLoyp, C.B., C.V.O. 
ALFRED FoweELL Buxton. S1R CHRISTOPHER T. NEEDHAM. 
JOHN CATor. G. W. B. PoRTMAN. 
Major GERALD M. A. ELLIs. Tue Eart OF RoseBery, D.S.O., M.C. 
FREDERICK CRAUFURD GOODENOUGH. WILLIAM HEARD SHELFORD. 
THE MARQUESS OF HARTINGTON, M.P. ARTHUR JAMES STEWART TODD. 
C. SHIRREFF HILTON. HENRY ALEXANDER TROTTER. 
EDWARD RALPHE Douro Hoare. RICHARD DURANT TROTTER. 


INSURANCES OF EVERY KIND 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND AND CAPITAL REDEMPTION. 
FIRE. 

MARINE. 

BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 

MOTOR CAR, MOTOR CYCLE. 

FIDELITY GUARANTEE. LIVE STOCK. 

BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on application. 
A. LEVINE, General Manager. 
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IS PUBLISHED BY FINANCIAL 
NEWSPAPER PROPRIETORS 
LIMITED, 

Editorial and Publishing Offices :— 
20 BISHOPSGATE, LONDON, E.C.2 
Telephone : Avenue 7543. 


Advertisement Offices :— 
6 BOUVERIE ST., LONDON, E.C.4 

Telephone : Central 8327. 

* 

THE ANNUAL SUBSCRIPTION 
RATES ARE AS FOLLOWS :— 
BY POST IN THE UNITED 
KINGDOM 
BY POST TO CANADA...{I 13 0 
BY POST ELSEWHERE 
ABROAD 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 

ARTICLES SENT HIM 

* 

BRENDAN BRACKEN, EDITOR. 
NEW YORK CORRESPONDENT : 
MR. HENRY PARKER WILLIS, 

COLUMBIA UNIVERSITY 
PARIS CORRESPONDENT: M. 
JOSEPH CAILLAUX, SENATEUR, 
ANCIEN PRESIDENT DU CONSEIL, 
II2 BOULEVARD HAUSSMANN 
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A Banker’s Diary 





Mid-February—Mid-March 


THE month under review witnessed a continuation of 
the downward trend of money rates. On March 6 the 
Bank of England reduced its rate from 
World 41 to 4 per cent., and this was followed 
ee immediately by reductions in Dublin, Am- 
sterdam, Berlin, Copenhagen, Stockholm, 
and Warsaw. It had been confidently expected that 
the New York Reserve Bank’s rediscount rate would 
come down from 4 to 3} per cent. simultaneously with 
the London reduction, but the Reserve Board at Wash- 
ington was slow in giving permission, and so the reduction 
was not announced until March 13. Subsequent to 
the changes the general run of international official 
discount rates was London, 4 per cent.; New York, 34 
per cent.; Paris, 3 per cent.; Berlin, 54 per cent.; 
Amsterdam, 34 per cent.; and Stockholm, 4 per cent. 
Finally, on March 20, the Bank of England made another 
reduction in its rate, this time to 3} per cent. This gave 
the signal for a further lowering of foreign rates though 
this time New York remained unchanged. 


THE London market has once more been characterized 
by what has now become the normal position for this 
year, namely a very moderate supply of 
Bn money and a severe shortage of bills. 
Market he influx of revenue must bear the main 
responsibility for the shortage of money, 
which on March II was so acute as to force the market 
to borrow a small amount at the Bank, though a 
week later the Bank of England bought Treasury bills 
which made money suddenly easy. On the other hand, 
the steady reduction in the volume of Treasury bills, 
and the continued absence of commercial bills, left the 
market very short of bills. Twice the market missed the 
week’s issue of new Treasury bills, and each time brokers 
had to bid for bills in the market in order to replace 
maturities, with the result that when Bank rate fell to 
34 per cent., market rate was barely 23 per cent. 
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APART from the world-wide downward trend of money 
rates, the explanation of the Bank of England’s own 
reductions lies partly in the Chancellor’s 
policy of reducing the floating debt, partly 
in the foreign exchange position, and partly 
in the growth of the Bank’s gold stocks. 
To take the gold situation first, it is true that early in 
the month the Bank failed to secure any of the Cape bar 
gold, which was taken by an “ unknown buyer,” but 
on March 18 the Bank bought part of the Cape gold in 
the market at its minimum buying price. This is the 
first time that the Bank has been able to do so for quite 
a long time, and shows clearly that the world competition 
for gold has come to an end. 


TURNING now to the foreign exchange situation, the 
New York rate, which in February was a source of 
anxiety, has since improved from London’s 


The 
Gold 
Position 


i. , standpoint, and towards the end of March 
Saakanen was quoted as high as $4:87. The mark, 


which previously had been at mks. 20-363, 
or near the lower gold point, depreciated sharply to 
mks. 20-434 on the announcement of Dr. Schacht’s 
resignation, but recovered a few days later to 
mks. 20°38. It is clear that even after five years or 
more of stability the German currency is still sensitive to 
political developments. French francs have remained 
steady at just over par.’ At the end of February, while 
the reichsmark was at the height of its strength there 
were small shipments of gold from France to Germany, 
and later on there was talk of further shipments not 
only to Berlin but also to New York. These suggestions, 
however, proved unfounded. Pesetas have remained 
weak and erratic, but belgas and Swiss francs have 
displayed strength. The Buenos Aires rate has weakened. 


THE outstanding feature on Change has been the excep- 

tional activity of the gilt-edged market. Very considerable 

amounts of stock have changed hands, and 

Stock prices have shown a rise recalling the active 

Exchange days of 1922-23. The movement has not 

in March been associated with any marked selling 

of ordinary shares, which have, in fact, 

shown an enhancement in price of approximately 74 per 
B 





4 THE BANKER 





cent. as compared with a decline of over 5 per 
cent. during February. For the most part, however, 
public interest has been conspicuous only as regards 
shares of companies such as Austin Motors, whose annual 
reports have made a demonstrably better showing than 
had been anticipated. The more speculative markets 
have remained quiet, the continued publicity given to 
schemes of output restriction in such industries as tin, 
copper, rubber, etc., whatever their intrinsic merits, 
being inconducive to speculative enthusiasm. The 
strength of gilt-edged securities is spreading to the best 
industrial prior-charge stocks, and may extend, after 
an interval, to well-covered preference shares. The 
movement, in the main, is a reflection—possibly a tardy 
one—of the extensive fall in world money rates. It 
should be regarded as at once the inevitable sequel 
of depression in industry and on the Stock Exchange, 
and the first stage in the process of eventual recovery. 
The Budget still looms menacingly ahead, but it is 
doubtful whether any setback, which may follow its 
publication on April 14, will be more than temporary so 
far as the best British fixed-interest stocks are concerned. 


CHEAP money and the activity of gilt-edged stocks 
have completely transformed the outlook for new issues. 
A month ago, Home Corporation Loans of 

New Issue trustee status were going begging, even 
Outlook when they yielded over 5 percent. To-day, 
issues by reputable borrowers are eagerly 

snapped up, and a large number of public authorities 
and industrial companies are prepared to take advantage 
of the change in order to finance capital expenditure 
which has accumulated during the virtual “ closing 
down ”’ of the market, or to fund expenditure at present 
represented by Bank borrowings. On the whole, this 
tendency is welcome. A dull issue market, in the long 
run, means depressed industry, particularly in those 
branches which, like iron and steel and engineering, 
specialize on “ producers’ goods.” The investor’s faith 
in ordinary stocks, however, has been shaken, and only 
those borrowers who have sound security to offer are 
likely to be welcome in the market. So long as cheap 
money lasts, subscribers will have numerous oppor- 
tunities to purchase new trustee stocks and well-secured 
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debentures in established and profitable industrial con- 
cerns on terms which are not likely to recur, in so favour- 
able a guise, for a considerable time. The investor, 
however, may be advised to look askance at all issues 
which fail to satisfy these stringent conditions. 


A MINOR sensation was caused on the Stock Exchange 
last month by the rise in Austin Motors’ Deferred Or- 
dinary shares from 7s. 3d. at the end of 
Austin February to a high point of 24s. on the 
Motor increase in the company’s net earnings 
Company from £296,000 in 1928 to £606,000 in 1929, 
the payment of all preference arrears, and 
the declaration of 20 per cent. dividends. Out of forty 
firms which produce motor-cars in Great Britain, five are 
responsible for go per cent. of the total output, and one 
of these is the Austin Motor Company. The rise of the 
small car of under 10 h.p.—which accounted for 40 per 
cent. of the total British cars produced last year, against 
only 24 per cent. in 1927—has had much to do with the 
rehabilitation of the company’s fortunes, which at one 
time, after the war, were at a decidedly low ebb. A 
debit balance of {1,387,000 was wiped out by a capital 
reduction as recently as November 1927. Since that 
time the “ Baby” car has begun to be manufactured 
in Germany, France, and the United States, and although 
the American Austin Company will not turn out its 
first car for some months to come, the model has clearly 
caught on in America. Last year the company covered 
its Preferred Ordinary dividend 3} times, and earned 
120 per cent. on its deferred shares. The industry is 
subject to fierce competition, which will be intensified 
when the Ford Works at Dagenham come into produc- 
tion, but its effects are likely to be more powerful in the 
higher-power car groups than in the ‘“‘ Baby ”’ class, with 
which the future of the Austin Company, for good or ill, 
is inextricably bound up. ; 


THE February averages of the nine English clear- 
ing banks reveal a general contraction in assets and 
liabilities since February of last year. 

February Deposits fell from {£1,773,000,000 to 


a £1,714,000,000, or by 3°3 per cent.; cash 


Averages 


from {240,000,000 to £235,000,000, or by 2°5 
per cent. ; investments from {271,000,000 to 
B2 
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£255,000,000, or by 5:7 per cent.; and bills from 
£260,000,000 to {£218,000,000, or by 16-4 per cent. 
Advances, however, rose from {967,000,000 to 
£972,000,000. There is some disposition to link these 
contractions up with the simultaneous fall in commodity 
prices and to argue therefrom that further deflation 
has taken place. Among others, this view is put forward 
in the latest issue of the ‘‘ Midland Bank Review.” 
The wider implications of the commodity price fall 
are discussed elsewhere in the current issue of THE 
BANKER, but it is here pertinent to point out three facts. 
Firstly, the fall in commodity prices is not confined to 
this country, but is a world-wide movement. Secondly, 
it has preceded the shrinkage in bank cash and 
deposits. Thirdly, it has by a long way outstripped 
the contraction in the supply of “money” shown in 
the clearing bank returns. These facts are difficult 
to reconcile with the view referred to above. 


EveEN allowing for several encouraging features in the 
February returns, there is no escaping the fact that 
the overseas trade figures for the first two 

Two Months’ months of the year are disappointing. 
Foreign Comparing this year with last, imports for 
Trade the two months have fallen from {207-4 

to {190-1 millions, or by 8-4 per cent., 

British exports from {122-5 to {110-2 millions, or by 
Io-r wer cent., and re-exports from {20-1 to {16-8 
million, or by 16-4 per cent. Total raw material imports 
have fallen by 18-1 percent. from {66-2 to {54-2 millions, 
and exports of British manufactured goods by 12-6 per 
cent. from {98-2 to {85-8 millions. All these percentages 
compare with a contemporaneous fall of 12 per cent. 
in wholesale prices, but even this huge decline in prices 
does not fully explain the shrinkage in our foreign trade. 
Moreover, wholesale price index numbers are largely 
based upon primary foodstuffs and raw materials, and 
it is more than doubtful if prices of manufactured goods 
have fallen in the same degree. Thus there has been 
a definite contraction in the volume of our foreign trade. 
This contraction is largely confined to the cotton and wool- 
len industries, and in several other important industries 
we have actually made progress. Thus coal exports 
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have risen from 8-3 to 10-2 million tons, those of linen 
piece-goods from 11-9 to 12-4 million square yards, 
boots and shoes from 133,000 to 143,000 dozen pairs, 
and locomotives from 5,879 to 6,628 tons. On the other 
hand our exports of iron and steel and machinery are 
below those of last year, while the fall in raw material 
imports does not augur too well for the future. 


THE Commonwealth Bank report for the second half 
of 1929 discusses quite frankly the exchange position 
of Australia, which has led to the heavy 

The gold shipments of recent weeks, the con- 
Common- tinual difficulty of covering purchases from 
wealth England and elsewhere, and last but not 
Bank Report least the passage of the Commonwealth 
Bank Act of last December. All these 

difficulties the report ascribes to two familiar causes— 
one being the shrinkage in the value of Australia’s 
export trade due to the fall in wool prices and the effect 
of drought upon wheat production, and the other the 
inability of Australia to float loans in overseas markets 
on terms satisfactory to lender and borrower. As 
regards the first point, it is necessary to agree that 
Australia, in common with other producers of primary 
foodstuffs and materials, is experiencing all the ill-effects 
that a sudden fall in commodity prices brings about. 
The second point merits a comment of a less passive 
character, for while it is undoubtedly true that Australia 
has become accustomed to rely upon the infiux of foreign 
capital to maintain the exchanges, and while it may be 
conceded that last year this influx ceased so abruptly 
that Australia was bound to experience some dislocation 
of her balance of payments, yet it is necessary to add 
that Australia surely does not regard the proceeds 
of overseas loans as a permanent and _ essential 
feature in her trade balance. After the uncertainty 
created by the new Bank Act, with the qualified power 
it gives to the Government to prohibit gold exports, 
it is good to read that the Commonwealth Bank, on 
whose advice alone the Government is empowered to 
act, intends to maintain the gold standard, and this 
month’s huge shipments of gold from Australia afford 
conclusive evidence. At the same time, this particular 
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portion of the Act undoubtedly created a bad impression 
in financial circles, and the report’s justification of it is 
far from convincing. 


THOUGH fundamentally the functions of banks and 
insurance companies are totally different, there is a good 
deal of common ground between them. To 
Banks and mention the most obvious point first, 
Insurance both render services to the public of a kind 
Companies which places them in possession of enormous 
sums which they must regard as being in 
the nature of trust money, to be repaid to their customers 
on demand or at notice in the case of the banks, and in 
defined but uncertain contingencies in the case of 
insurance companies. Thus both kinds of institution are 
in a position where they are continually having to find 
employment for large sums, though naturally a bank has 
different ideas from an insurance company as to the 
degree of liquidity needed. Even so, a certain amount 
of overlapping and competition takes place, and in 
these days, when most undertakings in direct contact 
with the public render to their customers many subsidiary 
services in addition to their main functions, such over- 
lapping is naturally tending to increase. Thus many 
insurance companies as well as banks are prepared to 
accept appointments as trustees, executors, etc., and a 
recent prominent instance is that of the Hatry settlement 
fund, where the trustee was not a bank but an insurance 
company, namely, the Royal Exchange Assurance Cor- 
poration. This particular class of service is, of course, 
looked upon by banks and insurance companies as a 
source of revenue, and not assomething done gratuitously 
for their customers; but there are many other small 
services which only earn good-will and no tangible return. 
In fact, the average man hardly realizes the use his bank 
or insurance company could be to him if he really found 
out what it could do. 





The Fall in Commodity Prices 


HEN the economic history of the years 1929 
and 1930 comes to be written, there is little 


doubt that the major event will be shown to 
be not the collapses on the London and New York Stock 
Exchanges, nor the attempted reorganization of the 
coal trade, nor the renewed outburst of controversy 
over the fiscal question, but a movement which is funda- 
mental to them all. This movement is the fall in the 
wholesale prices of commodities. 

A decline of 12} per cent. in the level of wholesale 
prices, such as has occurred since the end of 1927, has so 
many important and diverse consequences, which in their 
turn have given rise to so much confused thinking, that 
it is best to begin with some general discussion designed 
to clarify the problem. Firstly, let us assume that all 
prices, wholesale, retail and also wages and salaries, fall 
together and to an equal extent. What happens? The 
answer to this question can be summarized briefly as 
follows :— 

(1) Everyone who has borrowed money at high 
prices in the past will have to repay it at low prices in 
the future. Thus the creditor will recover money of a 
purchasing power greater than that of the money he 
originally lent. Hence, with the money repaid to him 
the creditor will be able to buy more goods and services 
than he would have (but refrained from doing) at the 
time when he lent the money. 

Put shortly, falling prices transfer wealth from the 
borrower to the lender. 

(2) The borrowing class is, on the whole, the active 
classinacommunity. It embraces traders and producers 
who operate largely upon borrowed money and derive 
their remuneration in part from the difference between the 
cost to them of these borrowings and the return these 
borrowings, plus their own labour and enterprise, win 
for them. Conversely, the lending class consists, on the 
whole, of those whose active days are over, who have made 
their fortunes, and are content to lend what they have 
made to others rather than to seek additional gains. 
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It will also consist of those lucky people who inherited 
fortunes, and who have never been under the necessity 
of displaying industry or enterprise. 

Thus, in general, a fall in prices tends to benefit 
the inactive at the expense of the active, and if the 
fall is very sudden or severe it may temporarily reduce 
the producer’s margin to vanishing point, or even make 
it negative. In such cases, the producer is under a 
strong temptation to abandon his enterprise. 

(3) While a fall in prices is in progress, activity 
tends to be restricted. Apart from the considerations 
already mentioned, it is only human nature for buyers 
to hold back as much as possible in the hope of being 
able to buy more cheaply later on, and for producers 
and sellers to restrict production and to hold up sales 
as much as possible in the attempt to arrest the fall. 
Thus enterprise is damped down and stocks of goods 
accumulate. It often happens that, even if the fall is 
temporarily arrested, the moment an effort is made 
to dispose of these stocks the fall begins again. Know- 
ledge of this fact breeds further uncertainty and loss 
of confidence. 

So much for the theoretical case of a general and 
uniform fall in prices, including wages. As a matter of 
fact, however, the fall is never uniform, and so the effect 
of divergences must now be considered. Now there are 
certain kinds of prices which move more easily than 
prices in general, and these kinds include, as a rule, 
the prices of most staple foodstuffs and raw materials. 
Conversely, there are prices that hardly move at all. 
Certain of these are fixed by convention or by law. 
Thus, a postage-stamp still costs 14d. and a bus fare from 
Fleet Street to Liverpool Street a penny, even though 
these same rates were in force when wholesale prices 
were 50 per cent. higher. Rents, whatever this branch 
of economic theory may say, are fixed for periods of 
years at a time, and the same applies to many other 
items which enter into the cost of turning raw material 
into finished articles and so to the prices of many finished 
articles themselves. Finally, it is extremely difficult 
to effect wage changes in exact sympathy with every 
fall in the wholesale price-level. There are two reasons 
for this, The first is that there are grave objections 
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to reducing wages in advance of a fall in retail prices, 
and as these last represent “ finished article’’ and not 
‘“‘raw material” prices, they do not fall to the same 
extent as wholesale prices. Secondly, even if retail 
prices fall, the worker’s reaction is that now at last 
he has a little margin in hand for his own comfort. 
He naturally resents being asked to surrender that 
margin to his employer, as he has to do if he agrees to a 
reduction in his wages. 

This means that a fall in prices has a further effect 
upon industry. It means that the workers tend to 
secure a little more, and that this must be added to the 
fresh toll levied on the produce by the renter class as 
the result of the fall in prices. Now at this stage it is 
necessary to proceed very carefully, for these results are 
not wholly bad, even from the producer’s point of view. 
An increase in the average worker’s real wages means 
higher spending power, of a kind which may make just 
the difference to producers in the semi-luxury trades. 
Again, a fall in prices may be a means of bringing to 
certain workers just that additional share of the world’s 
goods that formerly they were not receiving. Take it 
all round, a fall in prices benefits the workers, provided 
that they remain at work. By adding to their spending 
power, it may not only right injustices but may benefit 
certain trades. Again, on the better type of producer, 
falling prices may act not so much as a deterrent but 
as a spur, stimulating him to increase his efficiency 
and to balance his losses by internal economies and better 
methods of working. To this extent falling prices may 
be an effective if rough-and-ready way of weeding out 
the inefficient. 

The great danger of falling prices to the worker is 
that they may throw him out of work. Falling prices 
and increased unemployment usually go together, and 
while the restabilization of prices, even on a lower level, 
will permit of and may even encourage a renewal of 
activity on a larger scale than before, the intervening 
period of heavy unemployment may last far longer than 
is tolerable to its victims. Similarly, even the rentier, the 
lender, runs his risks in a period of falling prices. The 
bankruptcy of his debtor may mean that instead of 
gaining from the price decline, the lender has lost his all. 
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Thus, if falling prices increase the reward of the lender 
and wage-earner, they also add to his risks. 

The causes of a fall in prices may be manifold, and, as 
a rule, no single cause is at work. The past century 
has witnessed three major declines in the price-level. 
The first lasted from 1820 to 1849. It was due mainly to 
the fact that the growth in the supply of money did not 
keep pace with the growth in the world’s volume of 
production and business. The output of the Spanish 
American goldfields was arrested by civil wars and 
revolution, and the new goldfields of Australia and 
California had yet to be discovered. More important 
still, the world’s banks were still in their childhood, and 
the world had yet to learn how great a mass of credit 
could be balanced upon a small basis of gold. To mention 
but two points, only a few people at that time possessed 
banking accounts, and cheques were very little used at 
all. 

This fall was finally arrested by the discovery of 
gold in Australia and California, and a period of rising 
prices followed which lasted until 1874. Then came the 
next period of falling prices, which ran from 1874 to 1896. 
It was due to a variety of causes, which may be enume- 
rated very briefly :— 

(rt) The general adoption of the gold standard, 
causing a new and heavy demand for gold for monetary 
purposes. 

(2) A decline in the rate of gold production. 

(3) A further growth in trade and production, this 
being the period in which foreign countries began to 
catch up England. 

Against these three causes there were two counter 
influences, which tended to check the fall :— 

(xr) The development of banking and the credit 
system. 

(2) The adverse effect of the price decline upon pro 
duction, especially upon agriculture in certain of the 
older countries. 

The third fall in prices began in 1920 and apparently 
is still in progress. It must, however, be divided into 
two stages. The first of these represented the period 
during which the gold standard was restored after the 
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war-time inflation. It was after a time of drastic but 
necessary currency deflation, and the scale upon which 
such deflation was necessary means that those years 
(say, 1920-27) were incomparable with either of the 
nineteenth century periods described above. The second 
stage, however, which began about the end of 1927, and 
which is still in progress, is in some respects analogous 
to the period 1874-96. Thus, the spread of the gold 
standard in 1874-1906 finds its counterpart to-day in 
last year’s notorious “‘ scramble ”’ for gold. The gradual 
exhaustion of the Californian and Australian goldfields 
half a century ago is beginning to be paralleled in the 
Transvaal to-day, and an additional cause of anxiety is 
that the discovery of a second Rand is most improbable. 

Here, however, the analogy begins to break down. 
There has been some growth in industrial production 
since 1927, but nothing comparable to the progress made 
in the nineteenth century. Again, so far banks, and 
central banks in particular, have not been able to develop 
economies in the monetary use of gold, in the sense of 
making a unit of gold act as the basis of a greater number 
of credit units, on the same scale as they were doing 
fifty years ago. In the case both of production and 
banking, we are possibly nearer saturation point than we 
were in the seventies and eighties, and this may be the true 
if lamentable explanation of our lack of progress to-day. 
On the other hand, there is no hard-and-fast limit to 
the capabilities of human effort and ingenuity, and 
it must here be recalled that in the sphere of banking at 
least, the tendency during the last year or two to forsake 
the gold exchange standard for the full gold standard is 
a retrograde movement, fostered by the claims of 
national prestige rather than of the common good. In 
the world’s monetary system there is thus room for 
further progress which should suffice to compensate for 
even a substantial falling-off in the output of new gold. 


On the other hand, there are several new and mainly 
adverse factors at work to-day, which did not exist in 
1874-96. These are :— 


(x1) The unsettlements and material losses of the war. 


(2) The huge war debts, both internal and external. 
This means that the transfer of wealth from the producing 
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to the rentier classes due to a fall in prices, takes place 
on a much greater scale to-day than formerly it did. 

(3) The heavy burden of taxation, in part arising 
out of the war debts, and so acting in part as the instrument 
of transfer from the producer to the rentier. 

(4) The stabilization of wages and retail prices, which 
are at present failing to conform to the fall in wholesale 
prices. To a large extent the two are retro-active, for 
the stability of the one increases the stability of the other. 
Their stability in a time of falling prices also arises in 
part from the effects of heavy taxation. 

(5) The outbreak of Stock Exchange speculation, 
due partly to the unsettling effects of the war, partly to 
war-time currency inflation, and partly to the heavy 
burden imposed by taxation upon more legitimate 
enterprise. At the moment, the world, as a whole, is 
paying the inevitable penalty for the unsound pyramiding 
of Stock Exchange prices, and is suffering in consequence 
from a serious loss oi confidence and initiative, which 
has spread far beyond Stock Exchange circles. 

It may be added that none of these last five factors 
is peculiar to Great Britain. They are to be found 
to-day in all countries, big and small, self-contained or 
dependent upon world commerce, Protectionist or Free 
Trade alike. 

Thus the producer has suffered badly in more ways 
than he did in previous price declines. In self-defence 
he is resorting mainly to rationalisation—i.e. the more 
efficient organization of production—and to restriction 
of supplies, either by reducing output or by the formation 
of pools to hold up existing stocks. The former alterna- 
tive of rationalisation is industry’s natural and proper 
response to the spur of falling prices, and restriction 
of output, if not carried to the point where production 
falls below the world’s legitimate needs, is in some ways 
also a natural movement. Withholding of existing 
stocks, however, is a far more doubtful procedure. 
It may temporarily arrest a fall in prices, as it did last 
summer in the case of wheat, but as subsequent events 
have shown, it is liable to break down, and then the 
fall is greatly aggravated. 

As regards the future course of prices, prospects of a 
rally depend to some extent upon the restoration of 
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confidence, but a comparison of the price and banking 
statistics, to be found in their usual place on a later page, 
shows that there is little doubt that the fall of last year 
has outstripped the small decline that monetary con- 
siderations alone would have prompted. In other words, 
there has not been so much a decline in the amount of 
money in existence as in its rate of circulation. Thus, 
much of last autumn’s fall must be attributed to other 
than purely monetary causes and on these grounds a 
temporary recovery in prices may be expected before 
long. 

To take a more distant view, there seems little doubt 
that unless central banks can agree to co-operate more 
closely and progressively in the future than they have 
shown themselves willing to in the immediate past, and 
by their co-operation effect further economies in the 
monetary use of gold, we must look for the establishment 
of a level of wholesale prices at little if any more than 
20 per cent. above pre-war. This means under present 
conditions a spread of at least forty points between whole- 
sale prices and the cost of living, and rather more between 
wholesale prices and wages. The existence of this spread 
is not fatal to industry, for what it really means is that 
the worker is receiving—and paying out—a greater share. 
But it does necessitate a drastic overhauling of industrial 
and financial technique if the producer is not to be 
penalized by the loss of his margin of profit, the rentier 
by the increased risk of bankruptcy on the part of his 
debtors, and the worker by the permanent prevalence of 
short time and unemployment. In this work of recon- 
struction, producer, veatver, worker and, finally, bankers 
must bear their share. 



































Dr. Schacht and His Successor 


OWARDS the end of 1923, when the inflation in 
Germany was at its height, the Finance Minister, 
Dr. Luther, sent for Dr. Schacht, then a partner 

in the Darmstadter und Nationalbank, and appointed 
him Currency Commissioner with the widest possible 
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powers. In his book, “‘ The Stabilization of the Mark,” 
Schacht gives a dramatic description of the astounding 
state of affairs at the time, when the most vital decisions 
had all to be taken on the spur of the moment and carried 
out in the teeth of violent opposition from all sides. In 
his work he had the full support of the Finance Minister 
who, while Schacht looked after the banking and currency 
side of stabilization, for his part carried through the 
reform of the Government finances. These two men, 
Schacht and Luther, who is now to succeed him in the 
office of President of the Reichsbank, were almost alone 
responsible for the great work of stabilization. Shortly 
after Schacht became Currency Commissioner the then 
president of the Reichsbank died, and in the face of some 
opposition Schacht was appointed. 

For six eventful years he has filled this post, often 
criticized, but fully succeeding in his principal object— 
the maintenance of a stable currency and of confidence in 
that currency at home and abroad. It is impossible here 
to go fully into the details of his policy. He realized that 
the Rentenmark was essentially a bluff, which, owing to 
the intense desire of the whole people for a stable currency 
was fortunately never called, and lost no time in putting 
the currency on a gold basis. Here he received valuable 
assistance from the Dawes Committee, which in general 
agreed with his views. The Reichsbank Law of 1924, 
based on the Experts’ report and completing the work 
of stabilization, was the joint work of Sir Robert Kin- 
dersley and Dr. Schacht. Schacht’s basic idea has 
always been that the stability of the currency depended 
on control of the volume of the means of payment, which 
in its turn involves control of the central bank credit 
outstanding. This may appear a commonplace, but it is 
a commonplace which had been completely forgotten in 
Germany and in many other countries after the war. 
The methods employed by Schacht to control credit were 
often drastic; on various occasions, even as late as 
April 1929, the weapon of credit rationing was used in 
preference to the discount rate. While this was probably 
unavoidable in the unsettled conditions prevailing, there 
is certainly some force in the criticism that Schacht was 
apt to act impulsively and more drastically than would 
have been necessary had he checked unsound develop- 
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ments at an earlier stage. On the first occasion when 
credit restriction was employed (April 1924) the currency 
was definitely in danger owing to over-speculation and 
over-borrowing before the Reichsbank took action. In 
1927, when Schacht broke stock speculation by forcing 
the banks to announce a drastic cut in market credits, 
that speculation had previously been allowed to develop 
unchecked and encouraged by the abnormally (for 
Germany) low bank rate of 5 per cent. This had also 
tempted the Finance Minister to make the ill-fated 
5 per cent. Government loan, which some authorities 
hold to have been the prime factor in bringing about a 
collapse of the bond market from which it has never really 
recovered. 

It would be possible to multiply instances where 
criticism of Schacht’s policy in details seems to be jus- 
tified. In English eyes, too, his continual recourse to 
the weapon of publicity appears out of place in the head 
of a central bank. Yet it is always necessary to remember 
that the whole tradition of central banking had to be 
established anew. The old Reichsbank had been a State 
institution and the president made his influence felt, 
when necessary, through Government machinery. The 
new Reichsbank was independent of the State; it 
occasionally disagreed in matters affecting currency and 
credit with the policy of the State, and also with that of 
other public authorities, business and even banks. The 
tradition of the City in England and the confidential 
relations between the Bank of England and the Treasury 
enable the Governor to exercise immense influence behind 
the scenes. Schacht’s position was less happy in this 
respect, and this to some extent explains both the 
drastic nature of his remedies and his continual appeals 
to the public. They were necessary supports of his 
policy, of which he took a broad view. He was never 
afraid to interfere in anything which might conceivably 
affect the currency. His attitude towards foreign bor- 
rowing is a good example of this. He was probably the 
first to realize the dangers of the excessive Government 
and municipal borrowing abroad for purposes of doubtful 
productivity, and in the face of strong opposition he 
finally established the control of the Reichsbank over 
the borrowing through the agency of the Advisory 
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Council for Foreign Loans (Beratungsstelle). This took 
some time and involved something approaching a public 
campaign. Indeed, although his public utterances were 
not always timely, they rarely failed of their effect. The 
publication of his famous memorandum on Government 
Finance and the Young Plan last December immediately 
brought about the fall of the Finance Minister, Dr. Hil- 
ferding, although it proved impotent to affect the course 
of the subsequent negotiations at the Hague. Here the 
opposition was of a different calibre, and it was this 
which eventually led to resignation. 

The story of Schacht’s part in the negotiations leading 
up to the final Hague Agreement is generally known. 
When he went to Paris as head of the German delegation 
to the Experts’ Conference, he certainly expected to obtain 
a settlement considerably more favourable to his country 
than that which was eventually secured. At the most 
critical period of the Conference he was summoned to 
Berlin, and, while the history of those days has yet to be 
written, there seems to be little doubt that the Govern- 
ment pressed him to give way. His colleague, Dr. Vogler, 
resigned, but Schacht remained to sign the Young Plan. 
While the Dawes Plan had been a complete, if tem- 
porary, agreement, the Young Plan left a good deal for 
the politicians to settle. After the first Hague Conference 
Schackt made no secret of his dissatisfaction with the 
turn matters were taking. During the second he exploded 
a bombshell in the shape of a letter laying down certain 
conditions precedent for the participation of the Reichs- 
bank in the Bank for International Settlements. This 
letter really confused his position as signatory of the 
Young Plan with that as president of the Reichsbank. 
It did not contain a threat of resignation, and was in any 
case too late to be effective. Not having resigned then, 
his recent resignation was all the more unexpected. It 
may be that during the two months that have since 
elapsed Dr. Schacht reconsidered his position, and came 
to the conclusion that since he disapproved of the 
modifications in a plan which he had considered to be 
the utmost limit of concession, and this disapproval was 
widely known, he could no longer take the responsibility 
of carrying it out. He may have had other reasons. 
There seems to be no doubt, however, that the delay 
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vastly weakened his position. In December he was at 
the height of his power and influence, in Germany at 
any rate; in March, apart from a day’s flutter on the 
Stock Exchange, his resignation had suprisingly little 
practical effect. 

The future will show whether, as is often suggested, 
Schacht has political ambitions. He was originally a 
Democrat, and his first appointment as president of the 
Reichsbank was made in the face of a strong opposition 
from the Right. In the meantime he seems to have 
moved steadily away from his original allegiance, and 
his resignation has certainly strengthened his position 
with the parties opposing the Young Plan. If he does 
enter politics, it will almost certainly be from the Right, 
which is at present disunited, badly led, and politically 
impotent owing to fruitless opposition to the Young 
Plan. With the plan out of the way, the Right may 
return to effective political activity, and it will be 
interesting to see whether Schacht plays a part in this. 

The Government and the General Council of the 
Reichsbank were exceedingly wise to proceed immediately 
with the election of a successor. The temporary dis- 
turbance on the Stock Exchange gave place almost 
immediately to a recovery, and the selection of Dr. Luther 
has been generally approved both at home and abroad. 
The new president is not, it is true, a banker by pro- 
fession, but neither is he, as has been stated, essentially 
a politician. He was never a party man, and his political 
career dates from 1922. After his resignation of the 
Chancellorship he took up business activities, and 
recently became a managing director of the leading 
group of mortgage banks in Germany. He is known as 
a man of strong character and remarkable ability and 
energy. He is thoroughly conversant with economics and 
finance, enjoys the confidence of the leaders of business 
with which he will mainly have to deal in his new 
capacity, and has valuable political experience. Owing 
to the peculiar situation in Germany the Reichsbank has 
often to exercise influence in political or semi-political 
matters. It may be that Luther’s political experience 
may be just what is required to enable him to avoid the 
mistakes occasionally made by his predecessor when 
venturing on to the political arena. 

c 
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Britain’s Balance of Payments 


T is by now generally realized that our annual balance 
I of payments is not the same thing as our visible balance 
of imports and exports. The latter balance relates 
solely to goods, but an estimate of our balance of payments 
must take account not only of our purchases and sales 
of goods, but of our purchases and sales of services, 
and also of interest paid on foreign capital invested in 
Great Britain and received on British capital invested 
abroad. These are the items included in the annual 
calculations of the Board of Trade which are reproduced 
below. Their final result shows us the amount which 
the rest of the world owed us on balance as a result 
of the year’s operations, and available for investment 
abroad if we so desired. The fact that our overseas 
investments during the year rarely correspond with 
this net amount available, simply means that any such 
“slack” has to be taken up partly by gold movements 
but mainly by relevant changes in the balance held by 
bankers, both British and foreign, with their agents in 
different centres. 

The following table shows the balance of payments 
for the last three years. Transactions on capital account 
are excluded. 

Particulars. 1927. 1928. 1929. 


In million £’s. 

Excess of imports of merchandise and bullion 390 358 
Estimated excess of Government sini 

from overseas* I 15 22 
Estimated net N ational Shipping Incomet . 140 130 130 
Estimated net income from overseas invest- 

ments . 285 285 285 
Estimated net receipts from ‘short interest 

and commissions... .« 65 65 
Estimated net receipts from other sources .. 15 15 15 


Total ee a we ni 504 510 


Estimated total credit balance on items sginte 
fied above .. 114 6152 


* Including some items on loan accounts. 
¢ Including disbursements by foreign ships in British ports. 
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The estimated net credit balance on all these items 
is given as {151 million, or {1 million less than last 
ear. The merchandise import balance was {30-6 million 

higher than in 1928, this being due both to a decrease 
in exports and an increase in imports. In the figures 
for the net balance of bullion transactions given as 
£16 million, no allowance has been made for the fact 
that it is becoming a common practice for central banks 
to acquire the ownership of gold in another country 
and leave it there under earmark. Also, the 1928 figures 
exclude the withdrawal of the sum of {18,400,000 in gold, 
formerly lodged with the Bank of England as collateral 
for advances to the Banque de France, and redeemed 
by the latter institution during the course of that year. 
On the credit side, the estimated balance of receipts 

of Government transactions originating overseas, including 
the balances of receipts and payments in respect of loans 
between Governments, Indian home charges, and the 
overseas activities of the Government departments, is 
given as {22 million, an increase of £7 million. The 
chief source of increase is reparations payments. The 
calculation of the second item, the estimated net 
National Shipping income, is made on the sum of the 
gross earnings of every kind of British shipping and the 
disbursements in British ports of foreign ships on such 
items as bunkering, repairs and stores, less the corre- 
sponding disbursements of British shipping in foreign 
ports. Last year was not a good year for British shipping, 
but rates, perhaps, just managed to maintain the average 
of 1928, for the big slump came right at the end of 1929, 
and the Board of Trade consider that its effects were 
largely set off by the higher profits of the early part of 
the year, and by the increased activity in the export 
coal trade. Still, although it is carefully emphasized 
by the Board of Trade that their figures do not represent 
shipping profits, it may be of interest-to note that 
according to “‘ Fairplay’s’’ annual summary of British 
Shipping and Finance, the profit on voyages of cargo boats 
fell from £4,999,000 in 1928 to £1,467,000 in I929—a 
fall of 70 per cent. Even allowing for the evidence 
produced by the Board of Trade, it is a little difficult 
to believe that 1929 was not £5 million or so below 

the preceding year. 
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The calculation of our net income from overseas 
investments is a task attended with surprising difficulty, 
though possibly some light may emerge in the future 
as the result of the investigations of Sir Robert Kindersley 
and of the ‘‘ Economist.”” Normally, one would expect 
this item to increase each year in approximate proportion 
with the new capital invested abroad during the previous 
year. The year 1929, however, was complicated by the 
reactions between London and New York. The Wall 
Street boom undoubtedly attracted a certain amount 
of British capital in addition to short money, but against 
this there was the growth in the number of British 
securities listed on Wall Street, and spasmodic American 
investments in British shares, notably those in electricity 
undertakings. Finally, there were, in 1929, reductions 
in dividends paid by certain tea and rubber companies, 
which in the aggregate were sufficient to affect the total. 
Hence, taking all these factors into account, the Board 
of Trade has decided to repeat the 1928 figure of 
£285,000,000. 

Our net receipts in respect of interest on short money, 
commissions, etc., are also left unchanged. Rates ruled 
higher in London and in New York in 1929 than in the 
previous year, and allowing for the transfer of short 
money from London to New York, and also for the 
French withdrawals, it might have been expected that 
in 1929 we were paying less and receiving more interest 
than in the preceding year. On the other hand, trade 
was hesitant and commodity prices were lower, both being 
factors which reduced the volume of bills in existence. 
Furthermore, the high rates prevalent in London during 
most of the year lost us a fair amount of acceptance 
business. Consequently, if net receipts in respect of 
interest on short money were higher, those in respect of 
commissions were possibly lower. 

The last item has also been left unchanged, although 
it is probable that there has been a growth of tourist 
traffic, in considering which the growth of competition 
of foreign liners must be borne in mind, and also an 
increase in homeward emigrant remittances. 

The final result is to give us a credit balance for 
the year of {151,000,000. According to the Midland 
Bank calculation, our overseas investments during the 
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year were £94,000,000, leaving a margin of £57,000,000. 
Apart from the time lag between the issue of a 
foreign loan and the remittance of its proceeds over- 
seas to the actual borrower, this margin has been 
taken up in a variety of ways, as _ previously 
described. In any case it must be remembered that 
all these calculations are extremely approximate. 
Only those who have attempted the task realize the 
colossal difficulty of obtaining the necessary data. 
It is often said that the banks could help, especially 
over the question of foreign dividends, but apart from 
the labour involved—for which no direct return would 
come to the banks—so many securities are held in the 
name of nominees, or are in bearer form with the nation- 
ality of the owner unidentified, that even the banks 
could not render much assistance. In short, the most 
that can be done is to present a rough picture of the 
situation ; its details must not be scanned too closely. 


How the City Works: 
IV. The Money Market—(a) Its Members 


T is sometimes said that money is a commodity which 
I is bought and sold on its appropriate market just like 
any other commodity. This is true of bills and other 
documents representing money, but the real basis of 
dealings is lending and borrowing. One cannot buy 
money for payment in the same sort of money, but one 
can buy the use of it for short or long periods. The 
London money market is any part of the City where 
those who make a business of bargaining for the use of 
money happen to do business. It is often referred to as 
Lombard Street, which has been the home of money 
dealers for six or seven hundred years, but its location is 
quite undefined. Its membership is hardly less so, for 
it is a matter of opinion whether certain people, stock- 
brokers and jobbers for example, should be considered as 
belonging to it or not. It seems logical, however, to treat 
all those private individuals and trading concerns who 
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find temporary employment for surplus funds by offering 
them in the market, and all those who borrow money in 
the market for other purposes than lending it again or 
dealing in purely monetary securities like bills as being 
“in the market ” but not of it. 

Money is much too valuable a servant to be allowed 
to remain idle, and whenever and wherever a temporary 
surplus appears, someone can generally be found who is 
willing to pay for its use even for a single day. The 
members of the money market may be considered the 
wholesale dealers in such loanable funds. 

Bullion brokers and dealers in foreign exchanges are 
closely allied to the money market, but money in the 
market sense is simply credit in the form of sterling bank 
balances in London. 

The principal movement of market money is from the 
banks who have surplus funds to be employed, through 
the bill-brokers, to the banks and merchants who are 
in a position to employ it in financing trade. Money 
market operations are not confined to some mysterious 
circle apart from the world of everyday business; their 
whole purpose is to place money quickly and safely into 
commercial or government employment, and yet keep 
it liquid from the point of view of the lenders. The bill- 
brokers and discount houses are the agents by whom 
this exceedingly useful end is attained, and bills of 
exchange are their principal medium. Consideration of 
how bills are created and of the services of the accepting 
houses who lend their names to enable the good work to 
be carried on must be left until later. We must first 
consider the relationship between the members of the 
market, and where the money comes from, for the exist- 
ence of money is, of course, a condition precedent to the 
creation of bills, or at least of good bills. 

If there is any difference between bill-brokers and 
discount houses it is, perhaps, that the former are private 
firms of which there are twenty-one in the London 
market, and the latter are the six limited companies. As, 
however, their business is all precisely the same, any 
distinction there may have been seems to have been lost, 
and the terms are now used indiscriminately. They are 
all very wealthy concerns and are implicitly trusted. 
They employ their own money and that of other people 
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in buying bills to hold or to sell again as it pleases them. 
The running broker, or colloquially, the bill ‘‘ runner ”’ is 
different. He is more strictly a broker than the bill- 
broker proper, for he works as an agent between those 
who have bills to sell and those who may be buyers, 
particularly the bill-brokers and discount houses, but 
does not deal on his own account. This business is 
confined to about half a dozen firms and individuals. 

There exists on the Stock Exchange what is known 
as a money broker who makes a business of lending 
money borrowed from the banks to his fellow-members 
at a profit. His activities are strictly localized, and he is 
not to be confused with the bill-broker. 

The bill-broker is peculiar to the London market, 
partly because the importance of this centre allows 
greater specialization of services and partly because he 
has justified his existence and his earnings by acting, as 
a recent writer has put it, as a buffer. He deadens the 
shocks of ever-varying supplies of and demands for 
money by lenders, which would otherwise disturb the 
steady rhythm of the wheels of commerce. This service, 
which is of inestimable value, is performed by acquiring 
money for short and to some extent uncertain periods 
and placing it out for longer, fixed periods. What he 
borrows from a bank one day may be recalled the next, 
but the bills he buys cannot be thrown back on the people 
from whom he takes them. That money has gone 
definitely into the hands of those whose activities brought 
the bills into existence, and they have no further 
liability upon them until they mature, perhaps, three 
months later. During that period the bill-broker may 
borrow the money from half a dozen different sources to 
enable him to carry them for a time, and finally resell 
them to make room for more. 

The London offices of the overseas banks and similar 
institutions may be borrowers or lenders. Sometimes 
they find themselves in possession of surplus funds which 
they can lend to the market for a time, but more often 
they take money from the market, particularly by the 
sale of bills which they have acquired in financing 
overseas trade. The big merchants are also large suppliers 
of bills created in the course of their trading, both home 
and overseas. 
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The operations of the London offices of certain 
foreign banks are largely influenced by foreign exchange 
operations, their balances fluctuating according to the 
receipt of funds and the drawings on account of their 
foreign associates. 

In addition to their own money the bill-brokers invite 
deposits from the public, offering about a quarter per cent. 
more than the clearing banks for seven days’ deposits, 
but by far the most important supply of money comes 
from the clearing banks themselves. 

All the funds deposited with the banks throughout 
the country and the provinces, with the exception of what 
are employed in satisfying local requirements, are held 
in London. Amongst hundreds of thousands of accounts 
the withdrawals and the payments-in will tend to 
neutralize each other so that in the case of the great 
banks there is a fairly stable level of funds always in 
hand. Such funds may be compared to a deep lake 
which is constantly fed by rivulets and percolations 
through countless fissures in the soil and as constantly 
drained by other rivulets and fissures. For all practical 
purposes the lake may be called a hundred feet deep, but 
actually it may be ninety-nine one day and one hundred 
and one feet another. Experience shows how much must 
be set aside by the careful bank manager to allow for 
the greatest likely excess of withdrawals over deposits 
on any day, and such an amount is necessarily kept in 
the form of cash and a balance at the Bank of England. 
But English bankers are infinitely cautious and con- 
servative, and they will not depart from the principle 
that if all their customers want their money at once it 
must be ready for them. Therefore they keep some 
13 per cent. of their total deposits in cash in hand and 
at the Bank of England, about 12 per cent. lent to the 
money market and the members of the Stock Exchange at 
call or very short notice, and some 34 per cent. in short- 
dated bills and other readily negotiable investments. The 
remainder is employed in loans and other securities of as 
liquid a character as circumstances will allow. It is 
with the money at call and short notice and the money 
invested in bills that we are concerned at the moment. 
A recent writer estimated that no less than £625,000,000 
out of a total of {900,000,000 permanently employed in 
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the money market and in loans to the Stock Exchange 
comes from such sources.* 

It is not now the practice of banks other than the 
Bank of England to keep large reserves of cash. Each 
bank keeps an account with another bank just like any 
other commercial house. The smaller banks may bank 
with one of the Big Five, but all the larger concerns keep 
their accounts with the Bank of England, which thus 
becomes the repository of the cash resources of the 
banking system of the whole country. The effect of this 
is that the individual banks are saved the cost and 
trouble of safeguarding a large sum in cash, and the 
country’s reserve is known and centralized. Moreover, 
the Bank of England does not retain as cash the whole 
of the bankers’ deposits (as the bankers presumably 
would do if they kept their own reserves), and the 
difference represents money usefully employed which 
would otherwise lie idle. 

The Bank of England contributes funds to the market 
in the ordinary way by making loans to and discounting 
bills for its customers at ordinary rates, but it is far more 
than an ordinary bank. Its position is, in fact, a fine 
example of a benevolent autocracy. 

In addition to being the Government’s banker, the 
reserve bank of the country and the bank through which 
other banks can settle accounts with each other at the 
end of each day’s clearing, it has generously accepted 
the responsibilities of greatness as well as its privileges. 
It controls the country’s stock of gold, helps to maintain 
commodity prices at a steady level by governing the 
supply of credit, and is always ready to come to the 
assistance of the money market in times of difficulty. 
The commonest instance of this occurs when there is an 
unexpected shortage of loanable funds in the market and 
the bill-brokers are unable to finance their purchases of 
bills in the usual way. At such times the Bank of 
England will discount bills or make loans against them. 
Its conditions are severe, which is perhaps not un- 
reasonable, as its readiness to assist must not be open to 
abuse. The bills must be of the highest class, bearing 
twe English names, one of which must be that of the 
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* H. W. Greengrass, ‘‘ The Discount Market in London.” 
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acceptor, and maturing within a definite short period— 
at present an average of twenty-eight days is called for. 
Bank rate is defined as ‘‘ the minimum rate at which the 
Bank of England will discount approved bills for other 
than its customers.” It is generally above the ordinary 
market rate upon which the brokers have based their 
commitments. If it makes loans they will be for not less 
than seven days, at a rate of 4 per cent. above Bank 
rate. The bill-broker is thus penalized for what every- 
body lacks—the ability to foresee the future—but some 
have better judgment than others and profit accordingly. 
The central institution does, however, occasionally afford 
relief in difficult times by buying bills indirectly at the 
market rates without waiting until the brokers are 
forced to apply to them, or are “in the Bank,” as it is 
termed. 

Such is the broad constitution of the money market. 
Subsequent articles will discuss in greater detail the 
practical side of its operations and the functions of its 


members. 


Voluntary Liquidation of 
Companies 


HE new provisions of the latest Companies Act 
with regard to voluntary winding up have called 
for some comment as to how they may be 
expected to operate. It is a melancholy reflection 
that bankers like many other creditors are interested 
in this question. We feel that a comparative discussion 
of the advantages and disadvantages provided by the 
1929 Act will be of utility and perhaps serve as a warning 
to keep a watchful eye on the near future. The advan- 
tages have been stressed in most of the commentaries 
on the Act, but it may easily be overlooked that along 
with a closer control by creditors of voluntary liquidation, 
in the case of insolvent companies, the mode of deter- 
mining solvency and the relinquishment of the safe- 
guards of section 188 of the 1908 Act may prove of 
doubtful effect. The Report of the Greene Committee, 
whose recommendations are comprised in the new Act 
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on this question of voluntary winding-up, aims at securing 
to creditors effective control where the company is 
insolvent :—‘‘ At present (i.e. before the 1929 Act) 
in such case many matters are left to the shareholders 
who have no real interest in the winding-up except 
in so far as their shares may not be fully paid up. They 
appoint the liquidator and fill up vacancies in his office, 
fix his remuneration, it is their sanction that is required 
under section 214 (as to schemes and compromises), 
the liquidators accounts are laid before them, and in 
many other ways the winding-up is treated as being 
their affair instead of that of the creditors. This position 
ishighly anomalous. . . . In the great majority of volun- 
tary liquidations the company is unable to pay its 
debts and in such cases we consider that the powers of 
the shareholders should be transferred to the creditors.” 

This idea has been carried out in the Act, but it is 
open to criticism whether the creditors position might 
not have been even better protected—indeed it may be 
said that in one way at least the creditors may be worse 
off than under the system obtaining up to 1928. 

Let us briefly summarize the contrast between old 
and new systems. First, as to the old scheme. In 
the original scheme of company liquidation, companies 
were regarded as autonomous and this self-management 
was extended even to liquidation, voluntary winding-up 
under control of the company itself being regarded as 
the normal mode. As against that, creditors and 
contributors were left free to apply for a compulsory 
order or winding-up supervision of the Court in cases 
where it could be shown that alleged malpractices 
existed, or where the fuller powers of an official 
liquidation were desirable. There were other well-known 
protections for the creditor short of a compulsory 
order, for applications could be made to the Court 
even in a voluntary winding-up. And although primarily 
all voluntary liquidations remained, as the Committee 
observed, in the hands of the shareholders, there was at 
the outset of proceedings section 188 of the Act of 1908. 
It will be remembered that by this section in every 
voluntary winding-up, whether the company was solvent 
or not, the liquidator, within seven days of his appoint- 
ment, had to send notice to all creditors appointing a 
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date for a meeting and advertise notice of the meeting 
in the ‘Gazette’ and local newspapers. At such 
meeting the creditors had power to determine whether 
an application should be made to the Court for a liquidator 
in substitution of or in addition to the company’s 
liquidator or for the appointment of a committee of 
inspection. If such an application were made the Court 
had wide powers to make any order as might be neces- 
sary to the interests of both creditors and contributors. 
But the gist of the old section 188 was that no voluntary 
winding-up could proceed very far without a meeting 
of creditors and the opportunity given to them. Of 
course if the company proved to be solvent it did not 
affect the situation but if—as generally is the case— 
the company was insolvent the creditors had their 
opportunity and, in border-line cases, the powers under 
section 188 might prove a useful check. 

It may at once be admitted that in the case where 
creditors interests were really involved it was unfortunate 
that a liquidator had already been appointed and that 
the creditors intervention came so late. However, the 
intervention was there in every case. 

Contrast this with the new system of the Act of 1929. 
The old section 188 is entirely repealed and winding-ups 
are of two different kinds—‘‘ A members’ winding-up ” 
and “A creditors’ winding-up.” Put shortly, the 
“‘members’ winding-up ”’ is entirely in the hands of the 
company and the repeal of the old section 188 leaves 
the creditors disregarded. Obviously, in cases of solvent 
companies being wound up for purposes of reconstruction 
and so on, that is not serious and, so long as the company 
be solvent, no great harm can be done by eliminating the 
opportunities of the creditors as given under section 188. 
The “‘ creditors’ winding-up ”’ is mainly in the hands and 
under control of the creditors whose wishes are to over- 
ride those of the shareholders and, in the case of insolvent 
companies, this is a great advance on the old scheme. 
Moreover, the provisions of the new Act not only gives 
greater control to the creditors but the control takes 
effect on the very day of the commencement of the 
winding-up instead of two or three weeks afterwards 
as in the case of section 188 under the old Act. This 
is all in the right direction as recommended by the 
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Committee. The shareholders of the company are not 
altogether excluded even in a creditors’ winding-up, 
but the idea is that the creditors are to prevail in case 
of difference of opinion. 

Assuming that in every ‘‘ members’ voluntary winding- 
up ”’ the company in fact is solvent, then these new pro- 
visions are apparently good. But solvency and creditors’ 
interests are delicate matters. One looks to see, there- 
fore, how the Act determines solvency. Is the test 
to be applied quite reliable? That test is left absolutely 
in the hands of the directors of the company. Unless 
they make a statutory declaration of solvency, the 
winding-up is a creditors’ winding-up. It is only when 
that declaration is made that it is a members’ winding-up. 
The question that may arise here is whether undue 
optimism may at times lend to declarations of solvency 
being made too readily whereby creditors are deprived 
of active participation in the liquidation: unless, of 
course, circumstances are such that creditors can make 
a case for application to the Court. The section of the 
new Act (section 230) enacts that a majority of 
directors where more than two (if only two, both directors) 
may make a statutory declaration “ that they have made 
a full inquiry into the affairs of the company, and that, 
having done so, they have formed the opinion that the 
company will be able to pay its debts in full within a 
period, not exceeding twelve months, from the com- 
mencement of the winding-up.’”’ When that declaration 
is made and registered with the Registrar the voluntary 
winding-up becomes a members’ winding-up and the 
company is free from any necessity to call a meeting 
of creditors at all. 

It is well to realize this and watch with some care 
how it will work in practice. We repeat that there is 
the danger of directors even after full inquiry, taking 
too rosy a view of the prospects of the-company. If 
the provision is, in practice, applied to clear cases of 
solvency the new scheme may be satisfactory, but if 
there is any attempt on the part of directors to declare 
solvency in the case where the company is really 
“shaky,” creditors’ interests will assuredly be endangered. 
There was a section of opinion when the Act was being 
drafted that doubted the wisdom of repealing section 188 : 
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it was argued that in a case of a really solvent company 
it could do no harm whereas it retained a real protection 
for creditors in doubtful cases. However, the Legisla- 
ture has decided otherwise. It might truly be argued 
reasonably that in every case it is advisable to give the 
creditors an opportunity of gaining information and of 
intervention if thought desirable. 

It is true, of course, that under the new Act as under 
the older Acts, ‘‘ the winding-up of a company shall 
not bar the right of any creditor or contributory to have 
it wound up by the Court” (section 255). But in the 
case of “‘ a members’ voluntary winding-up ”’ the creditors 
will not be called together as an essential part of winding 
up, and may therefore not be sufficiently informed of 
the position. Further, according to the editors of the 
latest edition of “‘ Buckley on the Companies Acts,” 
it is at least a matter for doubt as to how, with the 
new Act operating, the Courts will act in the case of 
any application by a creditor to have a company in 
voluntary liquidation wound up by compulsory order. 
Under the old law the Courts were careful to see that 
some real prejudice would result if voluntary liquidation 
were continued. In any case where malpractice was 
alleged and a strong prima facie case made out for the 
more complete control of a compulsory order, the Court 
would intervene. That will probably still be so. Save 
in exceptional cases, however, it may be conjectured 
that the Courts will have regard to the new powers 
given to creditors in a creditors’ winding-up in the new 
Act. As regards a creditors’ winding-up it would have 
to be a very strong case indeed one would think to 
cause the Court to convert the voluntary proceedings 
into compulsory liquidation under Order of Court. 
Take now the case of a members’ voluntary winding-up. 
The directors’ statutory declaration will, one imagines, 
have some weight attached to it by the Court. It is 
in some quarters questioned whether in such a case 
the Court would decide, on the application of a creditor, 
to supersede a voluntary winding-up by a compulsory 
order until the expiration of the period at which the 
declaration stated the company would be able to pay 
all its debts in full. Unless the petitioning creditor 
made out some plain case of insolvency or of fraud or 
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other malpractice would the Court interfere with the 
liquidation? For the reasons we have stated above, 
the new procedure will assuredly call for vigilance by 
creditors. With the provisions of the new Act in 
mind bankers interested in a company’s affairs will no 
doubt take care to watch any particular case where 
voluntary winding-up is contemplated. 










Single Premium Assurances 


VER three years ago the question was raised in 
() the Press as to whether Mr. Churchill, in his 

forthcoming Budget, was likely to deal with 
the subject of the possible loss of revenue incurred 
by the Treasury, owing to the wealthier classes being 
able to effect “‘ Single Premium Assurance Policies,” 
on which the life office were willing to advance the 
bulk of the premium at the outset. By this means 
a considerable amount of surtax was saved by the 
assured each year. 

Just now, this question has again been the subject 
of wide comment in insurance circles, and there seems 
to be little doubt in the minds of those in the “ know ”’ 
that the present Chancellor of the Exchequer is giving 
the matter his careful consideration. Apparently, the 
previous Chancellor realized that the policies set up 
were liable to death duties, consequently directly in- 
creasing revenue under one heading even if they reduce 
it under the other. On large estates, where the rate 
of death duty would be high and the assurance age 
somewhat advanced, the scheme would.lose some of 
its advantages when death duties were deducted 
from the policy moneys, thus rebutting the charge of 
tax evasion. However, since that time the returns 
of the life offices show that the volume of business 
of this description has considerably increased, and, until 
quite recently, it was possible to effect an assurance 
where surtax could be saved even without any actual 
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life cover being included in the policy. At the same 
time, in the event of death before maturity, a surrender 
value would be payable, and this amount would be 
subject to death duties. 

It must be pointed out that the saving in surtax 
must necessarily depend upon the income of the in- 
dividual—-the larger the income the greater the saving. 
There are three distinct classes of policies by which 
this saving could be made:—the whole life, where 
sum assured is payable at death; endowment, where 
the sum assured is payable at the end of a given term 
of years or at previous death; and the pure endowment, 
which is somewhat similar to a leasehold policy, under 
which the sum assured is payable at the end of a term 
of years, but, in the event of death before maturity, 
there is no particular benefit beyond the surrender 
value which is endorsed on the policy. 

Generally, the single premium for a life policy repre- 
sents a large sum, and briefly the scheme operated as 
follows :— 

A policy is effected under which the life office 
is prepared to advance up to about 95 per cent. of the 
premium, thus reducing the initial outlay to 5 per cent. 
of the actual cost. This advance ranks as a charge 
on the policy, and the assured has therefore to pay 
interest each year at a fixed net rate, arrived at after 
deducting tax at 4s. in the pound from the gross rate. 
This net rate is usually 4 per cent. to 44 per cent. The 
difference between the loan and the single premium 
which was payable on the policy being taken out, 
namely, the initial outlay of 5 per cent., is eligible for 
exemption from income tax at the ordinary rate, that 
is to say, within the usual limits applicable to all life 
assurance premiums. 

While the annual interest is payable to the life 
company at the net rate, interest at the gross rate 
can be deducted by the insured in his return for surtax 
purposes. Therefore, in cases where the total amount 
of income tax and surtax payable reached Ios. in the 
pound, the liability in respect of the interest is, in effect, 
reduced to one-half the gross amount. In other words, 
the amount of the gross interest on a policy loan would 
be deductable each year from the policyholders’ income 
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on his surtax return. Thus, if he had an income of 
£30,000, on the last £5,000 of which he paid surtax 
at 6s. in the pound, and paid £5,000 in gross interest, 
his income for surtax purposes would be reduced to 
£25,000, thus saving him 6s. in the pound on £5,000. 
In addition, he has already deducted 4s. in the pound 
on the £5,000 for income tax rebate. 

Unless the policy had been previously surrendered, 
the sum assured would become payable either at 
death or on maturity; and the full amount of the assur- 
ance would be paid, less the amount of the loan and 
interest, to date. 

The following figures, applicable to a pure endow- 
ment policy under which there is no life cover, but 
on which a surrender value is paid in the event of 
death during the term, serve to show the appeal such 
policies have to a wealthy business man. As an 
example, a policy for sum assured £50,000 payable 
at the end of five years can be taken. The single 
premium required would be {£42,206 5s., against 
which the life office would advance £41,100, necessitating 
a net payment at the opening of the contract of 
£1,106 5s. At the end of the year interest would 
become due on the loan, and would be 4 per cent. net. 
This, and subsequent payments, would amount, therefore, 
to £1,644. The policyholder, when completing his 
surtax return, would enter the gross interest represented 
by this {1,644 ie. {2,055. Assuming the surtax 
rate was 6s. in the pound, the surtax demand note 
is thus reduced by £616 Ios. 

Thus, the policyholder pays the life office these 
sums of {1,106 5s. od. in the first year and £1,644 per 
annum for 5 years, but obtains a saving of £616 Ios. 
a year in surtax in respect of the five years’ interest. At 
the end of these times he receives £50,000, less the loan 
of £41,100, or a net sum of £8,900. 

To secure such a result by investment on the Stock 
Exchange, he would have to obtain a gross rate of 
interest of at least £27 16s. od. per cent. per annum. 

It will be found upon reference to the quotations 
of various life offices, that on certain of these policies 
the equivalent of net annual yield of over 20 per cent. 
could be earned. This, of course, is subject to the 
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rates of income tax and surtax remaining unchanged, 
and provided no alteration was to be made in the law 
affecting these policies. 

At first sight, it would appear to be no easy matter 
to legislate against policies of this description, because 
one should remember that it is legitimate to have a 
loan under any life policy, within its surrender value, 
at any time irrespective of whether the cost of the 
policy has been met by one or more payments. 
Although the majority of seekers of these policies might 
not be in a position to purchase such a policy by a 
single premium without a loan, there are many members 
of the wealthier classes whose assets are in a sufficiently 
liquid form to enable them to do so; and, assuming 
this to be the case, the policyholder could adopt this 
method and apply for the loan at such times as circum- 
stances might necessitate. The amount of the loan 
could then be reinvested, and the interest on the loan 
payable to the life company would stand as a charge 
on income, and thus be admissible for income tax and 
surtax rebates. Consequently, it is thought that the 
only practical form of legislation would be to cancel 
the income tax and surtax allowances on interest 
payable on all loans under life policies. This, however, 
would be grossly unjust, when one bears in mind the 
fact that any holder of a life policy is entitled to 
cbtain a loan from his bank, and not necessarily from 
the insurance company, and is able to claim rebate 
of income tax and surtax on the interest chargeable. 
Thus, it is of interest to see if the coming budget includes 
any attempt by the Chancellor to deal with this problem. 
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International Banking Review 


UNITED STATES 


HE race for supremacy between the leading New 
York banks culminated in the proposed amal- 
gamation between the Chase National Bank, the 

Equitable Trust Company, and the Interstate Trust Com- 
pany. The capital of the Chase National Bank is to be 
increased from $105 millions to $148 millions, and the 
shareholders of the Equitabie Trust Company will receive 
4 Chase shares for each 5 of Equitable shares; while the 
shareholders of the Interstate Trust will receive 0-32 ofa 
Chase share for each Interstate share. The Chase Secu- 
rities Corporation is to acquire the assets of the recently 
organized Equitable Corporation of New York. The 
American Express Company, which is affiliated with the 
Chase National Bank, will retain its identity, in view of 
the special nature of its activities. At the head of the 
new bank will be Mr. Albert H. Wiggin, chairman of the 
Chase National Bank. The consolidated bank will 
have fifty-two offices in New York, and it will have seven 
principal offices in foreign centres. 

As a result of the transaction, the Chase National 
Bank will become the largest bank, not only in the 
United States, but in the whole world. The National 
City Bank, which has hitherto been successful in main- 
taining its lead amorg American banks, may possibly 
make efforts to acquire other banking interests, though 
in view of the fact that the amalgamation with the Corn 
Exchange National Bank, concluded previous to the 
Wall Street slump, was not ratified, it may have to. wait 
for a while. ‘ 


FRANCE 


The accounts for 1929 of leading banks which have 
been published confirm the anticipation that the past 
year was a record year in the history of French banking. 
Most banks show an increase of net profits ranging 
between 20 and 40 per cent. as compared with 1928, 
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although even that year was considered a very good one. 
For instance, the net earnings of the Credit Lyonnais 
advanced from 57,871,000f. in 1928, to 82,137,000f. in 
1929. Among the banques d'affaires, the Banque de 
l'Union Parisienne earned a net profit of 33,003,000f., 
showing an increase of 7,414,000f. as compared with the 
previous year. Leading provincial banks were equally 
successful; the net profits of the Société Marseillaise 
de Credit amounted to 13,644,000f. against 10,416,000f. 
for 1928. Among the banks operating abroad, the 
Banque Transatlantique increased its net earnings from 
21,315,000f. to 25,005,000f. 

It is possible that these high earnings will not be 
maintained in 1930. Trade already shows signs of 
falling off, and the margins between deposit rates and 
lending rates have also narrowed down considerably. 
On the other hand, there is a noteworthy increase in 
profits from bond issues, mainly domestic, which have 
assumed unprecedented proportions since the beginning 
of the current year. 

The Société Centrale des Banques de Province, which 
was reconstructed in 1928, has resumed its activities 
as the central institution of French provincial banks for 
issuing business and other transactions. It earned a net 
profit of 11,300,000f. in 1929, against 9,400,000f. for 
1928, and it will increase its dividend from 6 per cent. to 
7 per cent. The balance sheet shows an increasing 
liquidity. 

The Banque Nationale de Credit will absorb the 
Comptoir d’Escompte de Mulhouse. To that end, it 
will increase its share capital from 262,500,000f. to 
318,750,000f. For each 4 Comptoir d’Escompte de 
Mulhouse shares three Banque Nationale de Credit 
shares will be given in exchange. 


GERMANY 


The crisis which caused the failure of innumerable 
commercial firms and a large number of small banks seems 
to have passed its climax, and it is believed that those 
banking and commercial firms which have survived 
the crisis may be regarded as safe and sound. The 
banking results for the year 1929 were naturally hardly 
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favourable, though the declines shown by the accounts 
published up to now are comparatively moderate. In 
the case of the Commerz- und Privatbank, the net 
profits for last year amounted to 10,860,000 reichsmarks, 
as compared with 11,530,000 reichsmarks for 1928, but 
the later figure includes the net profits of the Mittel- 
deutsche Creditbank, which was absorbed by the Com- 
merz- und Privatbank last year. The dividend has been 
maintained at II per cent. on the increased share capital. 
The balance sheet shows no expansion, apart from the 
increases due to the absorption of the Mitteldeutsche 
Creditbank. 

The Deutsche Effecten- und Wechselbank, Frankfort- 
on-the-Main, which absorbed the Deutsche Vereinsbank 
last year, declared a dividend of 7 per cent. out of a 
net profit of 1,571,000 reichsmarks. Last year’s dividend 
was 9g per cent. for the Deutsche Effecten- und Wechsel- 
bank, and 5 per cent. for the Deutsche Vereinsbank. 
In accordance with the general tendency, the bank has 
reduced its board of managers which became too large 
after the fusion. The Deutsch- Sudamerikanische Bank 
earned a net profit of 1,860,000 reichsmarks for 1929, 
against 1,830,000 reichsmarks for 1928. It maintained 
its dividend at 6 per cent. The net profits of the Vereins- 
bank, Hamburg, declined from 1,730,000 reichsmarks in 
1928, to 1,530,000 reichsmarks last year, while the 
dividend remains at 10 per cent. The Deutsche Union- 
bank, which is controlled by the Swedish Match Trust, 
and which increased its capital from 4,000,000 reichs- 
marks to 10,000,000 reichsmarks last year, earned a net 
profit of 1,231,000 reichsmarks as compared with 599,000 
reichsmarks for the previous year. 
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ITALY 


The most important banking event of the year, and 
perhaps of the whole post-war period, was the agreement 
as to the amalgamation between two of the Italian 
“ Big Four,” namely, the Credito Italiano and the Banco 
Nazionale di Credito. The former is the second largest 
bank of Italy, and is considered as particularly sound 
and liquid. The latter was created to take over some 
of the assets of the ill-fated Banca Italiana di Sconto, 
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and was considered to be somewhat immobilized by its 
industrial holdings. As a result of the fusion, all these 
holdings, together with those of the Credito Italiano, will 
be transferred to an affiliate which will be formed through 
the fusion of the affiliates of the two banks, the Com- 
pagnia Finanziaria Nazionale and the Istituto Finanziario 
Nazionale. The new affiliate will have a capital of 225 
millions, which will be subsequently raised to 350 mil- 
lions; it will assume the name of the Banco Nazionale 
di Credito. 

As regards the main fusion, the Credito Italiano will 
take over the commercial banking business of the Banco 
Nazionale di Credito, and will increase its share capital 
to 500 millions; the new shares will be offered to the 
shareholders of the Banco Nazionale di Credito. Both 
banks will reduce the nominal value of their shares and 
raise it again previous to the fusion, while the Banco 
Nazionale di Credito will transfer some of its share capital 
to reserve. The total reserves of the new institution 
will be 375 millions, of which about 75 millions will be 
absorbed by the cost of the transaction. The arrange- 
ment has been well received both in Italy and abroad, as 
it puts the finishing touch upon the liquidation of the 
Banca Italiana di Sconto affair. 

The net earnings of the Banca Commerciale Italiana 
amounted to 114,350,000 lire for 1929. Its balance 
sheet shows further progress, notwithstanding the 
economic depression. An interesting item is the increase 
of acceptances from 665 millions to 700 millions, which 
is understood to be due to the bank’s London and New 
York branches. The reserves have been raised to 580 
millions. The Banco di Roma earned a net profit of 
18-7 millions, which shows a slight increase against the 
previous year. Like other leading Italian banks, it 
maintains its dividend at its previous year’s figure. 
The net profits of the Banca Nazionale del Lavoro 
amounted to 5,154,000 lire, those of the Unione Bancaria 
Nazionale to 3,732,000 lire. 

Two capital increases have been announced during 
the past month. The Credito Veneto will raise its capital 
from 10 millions to 20 millions, while the Banco S. Giorgio, 
Milan, will also double its capital, which is at present 
5 millions. 





ss 
= 











INTERNATIONAL BANKING 41 


BELGIUM 


The National Bank of Belgium has made several 
important gold purchases during the last month, both 
in London and in Paris. It has increased its gold reserve 
well above its requirements, a fact which gave rise to some 
adverse criticism. As Belgium has not restored a free 
gold market all purchases were made on the initiative 
of the National Bank, although the exchange is not 
believed to have reached its theoretical gold import 
points. As the export of gold is not free, the gold thus 
hoarded is withheld from international requirements. 
The amount involved is not very large, and for the 
moment both London and especially Paris can afford 
to lose some gold. The National Bank’s action was 
criticized, however, on grounds of principle. Being 
one of the participants in the establishment of the Bank 
for International Settlements, it should show a good 
example by observing the spirit of co-operation between 
central banks to avoid a scramble for gold. 

It is understood that banking interests associated 
with the Prudential Assurance Co. have acquired a 
substantial participation in the share capital of the 
Banque de Bruxelles, thereby strengthening their existing 
close connection with that institution. As the Anglo- 
South American Bank has a participation in the Banque 
Generale Belge, and the Westminster Foreign Bank, 
Lloyds and National Foreign Bank, and Lazard Brothers 
have also branches in Brussels and Antwerp, British 
banking interests are well represented in that country. 

The net earnings of the Mutuelle Solvay—which has 
increased its banking participations during the past 
year—amounted to 65,720,000f. against 63,600,000f. for 
1928. The Banque Generale Belge increased its net 
earnings from 52,994,000f. to 67,625,000f.; its dividend 
remains unchanged at 20 per cent. on the increased share 
capital. : 

SPAIN 

The Bank of Spain earned a net profit of 96,684,000 

pesetas in 1929, against 83,530,000 pesetas for 1928. 


The Government’s participation in the net profits in- 
creased from 20 millions to 26 millions. Discounts 
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increased during 1929 from 287 millions to 399 millions. 
The dividend has been fixed at 125 pesetas against 
I15 pesetas for the previous year. The net earnings of 
the | se de Aragon declined from 2,905,000 pesetas in 
1928 to 2,558,000 pesetas in 1929, while those of the 
Banco Marsans declined from 2,138,000 pesetas to 
1,679,000 pesetas. 

































PORTUGAL 


The net earnings of the Banco Pinto and Sotto Mayor 
declined from 4,296,000 escudos to 3,006,000 escudos 
last year, due to the increase of taxation and overhead 
charges. A dividend of 70 escudos has been declared. 
The dividend of the Banco de Angola remained unchanged 
at 8 per cent. 





SWEDEN 


A Bill has been submitted to the Riksdag, proposing 
to increase the fiduciary issue of the Riksbank by 
125,000,000 kronor. At present the fiduciary issue 
amounts to the equivalent of the gold reserve plus 
125 millions. It is proposed further to authorize the 
Riksbank to include in its gold reserve gold held abroad 
or on its way to Sweden to an amount not exceeding 
15 per cent. of its total gold reserve. Another proposed 
change is the abolition of the Riksbank’s right to prevent 
the import of gold. The restriction was adopted in 
1924 when Sweden returned to a gold basis, in order to 
prevent the repetition of the abnormally heavy influx 
of gold experienced during the war. It has been realized, 
however, that in the changed conditions such an influx 
is most unlikely, and it has been, therefore, decided to 
restore the freedom of gold imports. 


NORWAY 


The results of the principal banks for 1929 are, on 
the whole, favourable, and the total bank dividends paid 
this year are higher than the corresponding figure for 
last year. The only banks which have passed their 
dividends are those which have been floated quite 
recently. 





INTERNATIONAL BANKING 43 


The claim of the Paris banking firm Steen Freres 
against the Norwegian Government and the Central- 
banken was rejected by the Oslo Law Court. It was 
founded on the declaration made by a member of the 
Norwegian Cabinet in 1923, according to which the 
Government will not allow the foreign creditors of the 
Centralbanken to suffer any losses. The bank obtained 
a payment of 80 per cent. and are claiming the balance. 
The Government’s attitude was that they were not bound 
by the statement made in 1923. 


ICELAND 


The Bank of Iceland, which shared up to 1929 the 
note issuing privilege with the Land Bank of Iceland, 
got into difficulties. A reconstruction scheme has been 
elaborated, by virtue of which a new bank will be 
established under the name of Fishery Bank, with a 
capital of 3,500,000 kronur, of which amount 1,500,000 
kronur will be provided by the State, 1,000,000 kronur 
by the Land Bank, and 1,000,000 kronur by the public. 
The Bank of Iceland is to be incorporated into the new 
bank, and the creditors of that institution will receive 
preference shares in settlement of their claims. 


AUSTRIA 


At an extraordinary meeting of the shareholders of 
the Austrian National Bank, approval was given to the 
proposed alterations in the statutes whereby the Govern- 
ment’s participation in the bank is increased. The 
Charter of the bank has been renewed for a further fifteen 
years from December 31 1932. In return, the Government 
will be entitled, after the distribution of a Io per cent. 
dividend, to a share in the surplus three times as large 
as that of the shareholders, and in the case of a 12 per 
cent. dividend, four times as large. Should the bank be 
liquidated, the net assets are to be divided in equal 
share between the Government and the shareholders up 
to the amount of the reserve fund, while any amount 
in excess of that is to be divided on the same basis as the 
annual profits. A further clause of the new statutes 
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enables the chairman of the bank or any member of the 
board to join the board of “an international institute 
serving the common interest of national banks.” 


HUNGARY 


An agreement has been concluded for the absorption 
of the Budapest branch of the Anglo-International Bank 
by the British-Hungarian Bank. As a result of this 
transaction, the head offices of the latter will be trans- 
ferred to the former’s newly built premises. The British- 
Hungarian Bank will receive, as part of the agreement, 
a credit on favourable terms. 

The net profits of the Hungarian General Credit 
Bank for 1929 amounted to 7,496,000 pengo against 
7,446,000 pengo for 1928. The dividend remains un- 
changed at 11 per cent. The bank has acquired a con- 
trolling interest in the Targu Mures Savings Bank, a 
leading Translyvanian local bank with two branches. 


CZECHOSLOVAKIA 


Arrangements are being made for the amalgamation 
of three important banks, the Anglo-Czechoslovakian 
Bank, the Prager Kreditbank, and the Bohmische 
Kommerzialbank. The capital of the new bank is 
expected to be about 250 millions, and it will become the 
largest bank in the country as regards capital resources. 
As a result of the amalgamation, twenty-seven over- 
lapping branches would be suppressed. 

The net profits of the Bohmische Escompte Bank 
amounted to 36,800,000 crowns for 1929, against 
35,700,000 crowns for 1928. 


ROUMANIA 


Early in March there was a run on one of the leading 
banks, as a result of adverse rumours which have been 
in circulation for some time. The bank met all demand 
for withdrawals of deposits without any difficulty, and 
the public eventually calmed down. The origin of the 
trouble was understood to be the calling in of an external 
credit, which compelled the bank to curtail its own 
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outstanding credits. The operation has been carried out 
successfully, and the bank stood well the severe test. 
There has also been a general run on banks in provincial 
centres, especially in lassi, where the Banca Uniunea 
Romana had to ask its creditors for a moratorium of 
three years. Negotiations for the amalgamation of a 
number of banks in that town have failed to materialize 
so far. 

The net profits of the Banca Commerciale Romana 
amounted to 70,695,000 lei, against 25,573,000 lei in 1928. 
The increase was largely due to the absorption of the 
Bucharest branch of the Banque Belge pour 1|’Etranger. 


BULGARIA 


An agreement has been reached for the amalgamation 
of three leading Sofia banks, the Banque de Credit 
National, the Banque Franco-Bulgare pour le Commerce 
International, and the Balgarska Banka. The new 
bank’s name will be Union de Banques Bulgares, and its 
share capital will amount to 100,000,000 leva. This is the 
third important banking fusion within the last few 
months, the first two being that of the Banque Franco- 
Belge with the Banque Balkanique and the absorption 
of the Sofia branch of the Deutsche Bank by the Banque 
de Credit. It is believed that there will be several other 
bank fusions before long. The authorities are encouraging 
the movement, as there are an excessive number of small 
and medium banks in Bulgaria. 

The Banque Franco-Belge et Balcanique earned a net 
profit of 20,600,000 leva for 1929; it maintains its 
dividend at 10 per cent. The Central Bank of Bulgarian 
Provincial Banks pays a dividend of 8 per cent., while 
the new Makedonska Narodna Banka declared a dividend 
of 10 per cent. It will shortly increase its share capital 
from 20,000,000 leva to 40,000,000 leva. . The Bulgarian 
Agricultural Bank of Sofia earned a net profit of 
99,800,000 leva for 1929, against 67,000,000 leva for 1928. 

It is believed that a new State-controlled bank will 
be established to provide credit for industry and com- 
merce. At present there are three banks under Govern- 
ment control, the National Bank which, in connection 
with the League of Nations stabilization scheme, has 
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been converted into a pure central bank, the Agricultural 
Bank which specializes in land credits, and the Co-opera- 
tiva Banka which grants credits to co-operatives and 
artisans. The International Bank of Sofia, in which the 
Government has also an interest, will be expanded for 


the purpose. 


GREECE 


The total sight liabilities of the banks operating in 
Greece at the end of last year amounted to 6,898 
drachmas in terms of drachmas, and 3,899 million 
drachmas in terms of foreign currencies. Time deposits 
amounted to 1,810 million drachmas. Discounts 
amounted to 2,804 million drachmas. The sight liabilities 
of Greek bank branches abroad amounted to 15 mil- 
lions, while their time deposits amounted to 22 millions. 


YUGOSLAVIA 


The Yugoslavenska Banka earned a net profit of 
10,852,000 dinar for 1929. The dividend has been fixed 
at 8 per cent. The First Croatian Saving Bank’s net 
profits amounted to 17,307,000 dinar; its dividend is 
16 per cent. The Yugoslavian Union Bank earned a net 
profit of nearly 22 millions, of which a dividend of 10 per 
cent. is being paid. 


FINLAND 


On February 8 the largest Finnish joint-stock bank, 
the Kansallis Osake Pankki, celebrated its fortieth 
anniversary. It has shown a satisfactory development 
during the last few years, and has established good inter- 
national connections. On the occasion of its anniversary, 
2,500,000 Finnish marks have been devoted to public 


purposes. 
DANZIG 


The British and Polish Trade Bank, which is affiliated 
with the Anglo-International Bank, earned a net profit 
of 477,000 gulden against 244,000 gulden for 1928. The 
dividend has been raised from 4 per cent. to 5 per cent. 
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LITHUANIA 


The municipality of Memel has acquired from the 
Dresdner Bank an interest of 80 per cent. in the Memeler 
Bank fur Handel und Gewerbe. As it controls the whole 
of the share capital of the Memeler Kreditbank, it has 
decided to amalgamate the two banks under the name of 
Memeler Bank. Its share capital will amount to 
2,200,000 litas, while it will have reserve funds of 
445,000 litas. The net earnings of the Memeler Kredit- 
bank for 1929 amounted to 166,000 litas, against 134,000 
litas. Its dividend remains unchanged at 6 per cent. 












SOVIET RUSSIA 


The Soviet Government has adopted a new law as to 
the reorganization of the credit system of the Soviet 
Union. Credits to industry and commerce will be given 
exclusively by the State Bank of the U.S.S.R., while 
the Bank for Co-operatives will be in charge of agricultural 
credits. 











International American Banking 
By H. Parker Willis 
A LTHOUGH progress has been slow, the work of 





the past winter has been definitely measurable in 

the direction of internationalizing American bank- 
ing. It has been inevitable that this movement should 
join hands with the plan of the Bank for International 
Settlements, and that the two should become effectively 
fused into one. The deliberations of the winter have 
centred around two or three main points, The first was 
the question who should be the official head or titular 
executive of the B.I.S. European interests have desired 
to see this office bestowed upon some American who 
stood well with the Reserve System and could exert a 
vigorous influence over it, and who at the same time, if 
possible, would be favourably regarded by the Adminis- 
tration at Washington. New York banks have desired 
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to see the office in the hands of someone who would work 
harmoniously with them, and who would not fall into 
radical ways of doing things. They have found what is 
believed by all parties to be the properselection fulfilling 
these requirements in the person of Mr. Gates W. 
McGarrah, who for some years has been chairman of the 
Federal Reserve Bank of New York. The second point 
on which discussion has centred has been the placement 
of a large issue of bonds in the United States. As to this, 
there is now understood to be substantial agreement 
that an initial offering should be undertaken this coming 
spring, followed by a larger one soon afterwards if the 
first approach to the market proved successful, with 
still further unloading if opportunity offers and permits. 
It is well understood that this unloading of German bonds 
here will take place through the local representatives of 
the B.I.S. when established, and that these local represen- 
tatives will act as sponsors for the whole undertaking, 
endeavouring to place the bonds with their associated 
banks, which will be expected to carry these securities 
until the public shows a willingness to purchase and pay 
for them in cash. The success of the enterprise will, of 
course, depend upon the length of time that the banks 
and affiliated financing houses find it necessary to carry 
them while awaiting a buyer. The third point has 
been the relationship of the Federal Reserve System to 
the new International institution. As to this, nothing 
authentic has been made known, but Mr. McGarrah, just 
before sailing from the United States, stated, after a visit 
to President Hoover, that the relationship of the Federal 
Reserve System with the B.I.S. would be very similar 
to its relationship with other foreign central banks such 
as, for example, the Bank of England. This, ,it has 
been inferred, was an expression sanctioned in Washing- 
ton. It, of course, would mean a very close relationship 
between the Reserve System and the B.I.S., and Congress 
has, accordingly, shown very considerable disturbance of 
mind. The chairman of the House of Representatives 
Banking and Currency Committee, in a public speech on 
the floor, has made an attack on the whole undertaking 
and upon the relationship of the Federal Reserve System 
to it, intimating that it was merely a scheme for the 
aggrandizement of a local private banking house. Still 
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the fact remains that the plan to place a substantial 
deposit of Federal reserve gold with the Bank for Inter- 
national Settlement, in order to enable the latter to carry 
out its projects, including the commercialization of the 
German reparations annuities, continues its process of de- 
velopment, and apparently has every prospect of success. 
The main danger ahead is that of some interference on 
the part of the Administration, or of Congress, but this 
the promoters of the scheme do not now deem likely. 
There has been a great deal of unnecessary secrecy 
and mystery about the plans for the new institution for 
a long time past, and many things that have been freely 
talked about in Europe and unhesitatingly made known 
to the press, have been regarded here as something to be 
kept very private. This makes it the more noteworthy 
that, in early March, it was deemed wise by the promoters 
of the scheme to have a local organization, the Bond 
Club of New York, invite as guest of honour Mr. Jackson 
H. Reynolds, of the First National Bank of this city, who 
was president of the committee of bankers that formulated 
the statutes of the B.I.S. At the luncheon Mr. Reynolds 
delivered the first authoritative survey of the project 
that has been afforded by anyone connected with the 
enterprise since the beginning. In general, he, of course, 
followed the routine descriptions of the organization of 
the bank which have appeared in the press, but he also 
added considerably to them by way of suggestion and 
inference. Perhaps the most striking of such inferences 
was the thought that the Bank would begin the process 
of commercializing the German debt at a very early date. 
Mr. Reynolds was also clear-cut in his statement of the 
need of the B.I.S. for support by central banks, but he 
said nothing whatever of its relationship to the Reserve 
System. However, an officer of the Reserve Bank of this 
city has stated in public that the Reserve System will 
make large deposits of gold with the new International 
Bank. It is true that, upon being rebuked by authority 
for making any such statement, this same officer withdrew 
it; but the fact remains that he made it, and that the 
statement undoubtedly represents the intentions of those 
who are carrying through the project. On the whole Mr. 
Reynolds’ address has been naturally received as indica- 
tive of the disposition on the part of the framers of the 
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scheme in this country to put it forward for definite 
popular acceptance and support. 

Some auxiliary aspects of the International Bank 
project have unavoidably come into view at about the 
same time that the outline of the scheme and its bearing 
upon American finance have been authentically made 
known. The gold outflow from the United States which 
assumed such proportions in December last, has stopped 
as a result of the change in conditions, and if anything, an 
inflow of gold is now anticipated. Accordingly the 
Reserve System has set itself to the undertaking of fairly 
extensive dealings in foreign exchange. The Reserve 
Bank of New York has appointed a deputy Governor to 
handle foreign exchange transactions, and has also 
imported an assistant to him from the Reserve Bank of 
San Francisco, where the latter has been engaged in 
handling Eastern and other transactions. It has also 
let it be unofficially known that it expects to buy bills 
abroad fairly heavily, with the notion, it is inferred by 
those closest to the situation, of diverting any movements 
of gold that might otherwise have their destination in the 
United States and probably turning such movements 
eventually in the direction of the B.I.S. Operations for 
the purpose of stabilizing exchange and holding it fairly 
steady are expected as ancillary to the placement of the 
large bond issues which were being planned by those who 
are bent upon commercializing the German indebtedness, 
and particularly upon placing in the New York market a 
very substantial share of the proposed reparations bonds 
by means that have already been outlined. Thus the 
Reserve System may be regarded as fully prepared to 
come to the aid of the international banking group which 
is anxious to refund Germany’s debt. 

The general financial public foresees that the projects 
of the B.I.S., taken in conjunction with the work of the 
Federal Reserve System, will result in a very radical 
reorganization of the entire bond market of the United 
States, and that this reorganization will unavoidably react 
upon the prospects of selling domestic bonds successfully. 
The market also believes that it will tend to bring about a 
smoothing out of rates of interest and of yields, as between 
foreign and domestic bonds, with consequent impairment of 
its own prospects of profit. It is worth while to see exactly 
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how this process, in their view of things, is likely to work 
itself out. First of all, of course, it is believed that the 
present demand for bonds is quite distinctly limited. The 
proposed reparations issues, therefore, are viewed as 
directly tending to impair the prospects of local bond 
issuers in their search for a satisfactory volume of 
purchasing power for the securities that they may place 
on the market during the coming spring. There is, of 
course, no certainty as yet as to the rate that would 
have to be offered on the new reparations securities. 
Expert bond salesmen are of the opinion that, in view 
of the prior claims of the Dawes’ loan, a new issue of 
reparations bonds could not be floated here for less than 
74 per cent., though if, as has been intimated by some, 
France should endorse or guarantee the new issues, it is 
thought that the rate might possibly be reduced to 6} 
or 64 per cent. At the present moment, first-class 
domestic bond issues are yielding about 5 per cent. It is 
believed that the offering of the German securities, under 
the conditions already referred to, would probably tend 
to reduce this existing differential of between one and 1} 
per cent., as in order to get their share of the bond-buying 
public’s attention, domestic issuers will probably have to 
raise their rate somewhat, while, by resorting to the plan 
of endorsement already referred to, and perhaps to various 
other devices designed to offer better security, the issuers 
of the new German loan may succeed in getting the rate 
of interest they have to pay down to a level slightly lower 
than is now expected. 

The adjustment of the new plans to conditions pre- 
vailing in the local bond market is not, however, the only, 
or, indeed, the chief, problem. There has been, for a 
good while, a great deal of discussion as to whether it 
was likely to be possible to restore the former American 
demand for bonds at all, and whether the stock market 
craze which, during the past year or two, worked so 
strongly against bond investments upon any terms, may 
not, in spite of memories of recent losses, again develop 
as the market revives. Nothing decisive has happened 
as yet, but prevailing opinion is clearly to the effect that 
as market interest is renewed, it will tend toward stock 
speculation rather than bond investment. This con- 
clusion is obviously unfavourable to the success of the 
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International Bank German reparations bond plan, but 
there is considerable evidence to indicate that, in order to 
counteract such an adverse development, the group of 
financial manipulators which is behind the German loan 
has a tolerably complete plan of action already mapped 
out. Its object, naturally, is to hold the market in 
check, at least during the early stages of the International 
Bank financing here. 

Thus the banks of the country are steadily liquidating 
their loans on securities, as indeed they must, in order to 
get into a safer situation, and the city banks are doubtless 
encouraging country institutions in this process of liquida- 
tion. Again, banks in the group which is close to the 
German financing have done what they could to show 
their disapproval of an undue upward movement of 
prices. For example, during the last week in February, 
it was officially made known that the so-called ‘‘ Bankers’ 
Pool,’”’ which had been instrumental during the panic in 
buying securities, with a view to advancing prices, had 
terminated its work, and had disposed of the last of its 
securities. This was in spite of the fact that, only a 
short time before, a member of the pool had unofficially 
asserted that owing to the improving outlook for the 
market, the pool expected to retain the remainder of its 
securities. In this way, presumably, any tendency to 
advance may be held in check, and the resultant specula- 
tive tendencies be curbed. Needless to say, such an 
attitude is anything but acceptable to other elements in 
the financial market, which are desirous that the Reserve 
banks should cut rates still further, make money as cheap 
as possible, purchase and hold government securities 
even more largely than at present, and thus contribute 
to a renewal of activity. 

The attitude of the Reserve System is by no means 
clear. On the whole it is disposed to make rates low at 
the same time that it encourages liquidation on the part 
of country banks and frowns upon a renewal of stock 
market speculation on any great scale. To that extent, 
its policy undoubtedly fits in with International Bank 
plans. (Cn the other hand, the Reserve System authori- 
ties at Washington have nominally maintained their 
attitude of disapproval of the B.I.S., refusing to modify it 
in the slightest so far as the public is concerned. Never- 
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theless, the utterance which was given out by Mr. 
McGarrah, with reference to relations between the bank 
and the Federal Reserve System, was (as already noted 
above) made after a conversation with President Hoover— 
and is generally viewed, in the financial market, as having 
probably been sanctioned by the latter. If so, this alone 
would constitute a fairly substantial modification of 
attitude, since it would amount to an assent on the part 
of the President to such corresponding relationships, or 
at all events to a tentative promise that he would have 
nothing to do with any direct interference with them. 
Accordingly, observers of Reserve System policies now 
expect to see a continuation of the combined low rate 
and bank liquidation programme, coupled with the adop- 
tion of such measures as the purchase of foreign bills for 
minimizing the flow of gold into the country as may seem 
most expedient. Along with these elements of policy, it 
is thought, will naturally go a disposition to frown upon 
loans on stocks that might result in bringing back a 
renewal of the speculative era and also a friendly dis- 
position toward the purchase of bonds, and hence toward 
the placement of substantial quantities of reparations 
bonds through New York houses. Thus international 
bankers count upon if not a friendly, at least a neutral 
attitude toward their undertakings, on the part of the 
Federal Reserve System, while they recognize that the 
local Federal Reserve Bank, which is more and more 
closely controlled by a very small group of financiers, will 
continue to do its utmost to further the projects of 
those who want to see the new German financing carried 
through to success. If this attitude on the part of the 
Federal Reserve Bank of New York can be sustained 
throughout the present year, it will give the B.I.S. a 
sufficient chance to get upon its feet, while creating 
a precedent that must later be followed, probably, when 
the attitude of the Reserve System toward the bank 
is determined. 

In spite of all this contriving and scheming on the 
part of the bankers themselves, there has really been ve 
little change in the public mind as concerns the B.I.S. 
project. Mr. Reynolds gave notice of the early offering 
of the stock of the enterprise, and assurance that it would 
be able to pay its six per cent. on the investment. On 
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this basis, there is very general expectation that the 
stock of the bank, which some had supposed might go 
begging, or have to be “ put over” by the familiar 
method of assigning it to certain subscribers who were 
under the influence of the issuers, will be readily taken 
up, and that therefore the whole undertaking will be 
promptly set on foot as a going concern in the near future. 
This prospect relieves the fears that not a few persons 
have entertained with regard to the actual working of 
the bank. It does not, however, alter the position of 
the undertaking in the general public mind, and the 
plans that have just been sketched for organization, with 
their probable results, as now expected, are not proving 
popular. The academic community is disposed to look 
with more and more doubt upon the failure to give to 
the B.I.S. the power to issue notes, or to make acceptances, 
or to undertake operations in any market except subject 
to the veto of the Central Bank dominant in that market. 
These handicaps are believed to make it almost necessarily 
an instrument of existing bankers, subject to their whims 
and special interests, and in the absence of their consent 
or good wishes, to subject the B.I.S. to the danger of 
rendering no active service whatever, but merely con- 
tenting itself with the collection of reparations and 
the deduction of a commission thereon for its services, 
thus becoming merely another form of the reparations 
commission which has been at work in Berlin for some 
years past. Perhaps it may even be questioned whether 
better results in floating German securities here would 
not be obtained by making direct offerings to the public, 
while it seems to many observers as if the new bank, 
instead of dictating credit control and stability of 
exchange to the different countries, were itself likely to 
be subject to the dictation of interests which have their 
own objects to attain in determining the volume of credit 
and the movement of exchange along lines that have 
nothing to do with either reparations or the promotion 
of international welfare. 
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France’s Budgetary Surplus 
By Joseph Caillaux 


(Sénateur, ancien Président du Conseil) 


N previous articles, we made reference on several 
occasions to the twenty milliards which are held in 
reserve by the Treasury. This practice of hoarding 

by the State, played an important part during the last 
few months in French internal policy. Although it 
enabled the first Tardieu Cabinet to include generous 
promises in its ministerial statement, issued on the 
occasion of its assuming power, it became responsible 
for the failure of that same Cabinet, because it has 
rendered difficult the defence of the Finance Minister 
of its policy of resisting the demand for a reduction of 
taxation. 

The great disaster which has ruined South-Eastern 
France will provide undoubtedly an opportunity for 
making use of part of this reserve. It will find there 
better employment than by being used up for improvized 
additional expenditure upon which Parliaments dealing 
with budgetary surpluses are always tempted to embark. 

What is the origin of these twenty milliards? This 
question was raised in political circles long ago, but the 
Finance Minister has never troubled to give an account 
as to the origin of that important amount. The first 
explanation that occurs to anyone is that of budgetary 
surpluses. The examination of the figures of these 
surpluses show that this explanation is inadequate. 
It is not until 1927 that the budgets closed with a surplus, 
and their total is less than 18 milliards, a great part of 
which was used for the requirements of the Caisse d’Amor- 
tissement, and for covering new expenditure, such as 
increases in the salaries of civil servants, etc. How is it 
that, in spite of this, the Treasury was in a position to 
accumulate this amount? It is obviously out of the 
question to suppose that the Finance Minister has 
carried out successful speculative transactions. Doubt- 
less, he did speculate, in a way, in exchanges, by means 
of buying foreign currencies, but it is most unlikely that 
these operations have resulted in any profit whatever. 
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For a long time this problem has remained impos- 
sible to solve for me and for every other member of 
Parliament who did not hold any office during the last 
three years. The short term of office of my friend, 
M. Ch. Dumont, has enabled him to discover the truth 
and to communicate it to us. It is remarkable, and it 
clearly indicates the merits and faults of French adminis- 
tration. 

During the last few years there were two kinds of 
budgetary surpluses. The first were open and generally 
known, being the difference between the expenditure 
voted by the Chambers and the yield of taxation. The 
rise in prices, together with M. Poincaré’s surtaxes, 
resulted in an increase in indirect taxation from 29,206 
millions in 1927 to 32,686 millions in 1928, and to 35,971 
millions in 1929. I have repeatedly expressed my 
opinion in these columns on the merits of such excessive 
fiscal intervention in economic life, and there is no need 
to go into these on this occasion. Let it be sufficient to 
note that these increases provided the substance of the 
surpluses which the Finance Minister announced every 
month, revelling in satisfaction over them. They are, 
however, only an insignificant contribution towards this 
famous reserve. 

That reserve developed in obscurity, thanks to the 
second kind of surplus, which the administration is 
reluctant to acknowledge, because it discloses one of its 
most deplorable practices. 

I do not know whether this is the same in England, 
but my experience as Finance Minister of France, which 
dates back to about thirty years, has taught me that 
the worst moment for a man in charge of that office 
is when he receives from the various ministerial depart- 
ments their estimates for the following year. Responsible 
civil servants of all grades are haunted by the fear that 
they may not claim a sufficiently large amount for the 
requirements of their section. Ministers themselves 
do not often resist their desire to demonstrate the impor- 
tance of their department by the amount of its expendi- 
ture. The holder of the public purse has to revise these 
figures, scrutinize them, and centest them. I do not 
know whether the last few Finance Ministers have 
carried out this task with the necessary obstinacy, and 
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whether their colleagues have particularly exaggerated 
their departmental budgets. The fact is that, during 
the last three years, the successive Governments were 
not able to spend every year the total funds voted by 
Parliament. 

The severe rules of public expenditure, forbidding 
the transfer of unused funds from one fiscal year to 
another or from one department to another have once 
more showed their usefulness. They have automatically 
and satisfactorily counteracted the tendency of super- 
fluous expenditure, and have resulted in the accumula- 
tion in the Treasury at the end of every year of the 
amounts which, thanks to them, have been saved. It is 
from this kind of surplus that the greater part of the 
reserve which M. Cheron defended with much jealousy has 
been formed. The old methods of French administration 
have once more showed how well they have been con- 
ceived to counteract the mistakes of individuals. 

The extent of the margin responsible for the surplus 
exceeded, however, any proportions known in the past. 
It shows that the last few budgets have been drafted 
with a deplorable tendency to extravagance. It confirms 
all that the Democrats think of the excessive fiscal effort 
demanded from France lately. At the same time, it also 
justifies a hopeful view of the near future. 

The world economic crisis which has become evident 
during the last few months, and which has not perhaps 
passed its climax, will probably react upon the revenue 
of the French State. What we said above shows that, 
with a little more economy, with a better considered 
budget, France could pass through a difficult period 
without having its budgetary equilibrium menaced. All 
that is wanted is to compress expenditure within the 
limits of real requirements, in order to pass through 
the period of possible disappointing receipts. In any 
case, it is obvious that the Government_.is in a position 
to grant national production the taxation reliefs which 
it requires. 
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Growth of Canadian Deposits 


By Ernest B. Roberts 


“TIGHT ” money market exists in Canada owing 
A to doubly unusual conditions. The banks faced 

heavy demands for personal credit following the 
Stock Exchange “‘ slump” of October last, and later 
took on the self-imposed task of “‘ carrying ’’ the Canadian 
wheat “‘ pool’’ financing while 200,000,000 bushels of 
the 1929 wheat crop are being withheld from the world’s 
markets in the ‘“ pool’”’ managers’ gamble on a rise in 
wheat prices. The Financial Post of Toronto has made 
the following comment :— 


“For the grain year 1929-30 the banks find them- 
selves in the phenomenal position of having to finance 
a Canadian wheat crop, which instead of pouring out 
through every available means of communication to 
Europe and other buyers, is for the most part locked 
tightly in elevator space in every part of Canada... . 
It is proving an exceptionally heavy load to carry, 
particularly when the additional load of heavy speculative 
loans is also being borne.” 

The present state of affairs makes a study of Canadian 
bank deposits timely, especially as it is claimed that they 
have been for the last three years mounting more rapidly 
than elsewhere within the Empire. Their increase has 
been constant and parallels the general growth of the 
country since it became a Dominion in 1867. 

The general rate of interest on Canadian deposits 
is 3 per cent. A prominent bank manager has recently 
cited the fact that, despite the increasing cost of banking 
since the war, there has been no change in the loan rate. 
It is frequently asserted that an addition of one-half per 
cent. in the rate would change the present profit of any 
bank to a loss, as the ratio of total deposits to capital 
and reserve is so large. 

In Canada there is a bank branch to every 2,400 
people, and there is a much larger proportion of small 
accounts in Canadian banks than there would be in 
English banks of similar size. One of the remarkable 
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factors contributing to this state of affairs, odd as it may 
sound in the ears of Englishmen, is the fear of ‘‘ hold- 
ups” of business cashiers, that is, of robberies of paying 
clerks on pay days! Hence, even in the smallest savings 
branch departments the “‘ chequing account ”’ is common. 
Following is a table of bank deposits, in millions of 
dollars, by representative years since the Confederation 
of Canada :— 
Deposits (including 
those of Dominion 
and Provincial Total Liabilities 
Governments). to the Public. 


1868 oon 33°6 

1870 

1880 

1890 

1900 

IgIo 

1913 

I9QI5 

1917 

1920 

1923 

1925 

1927 én 

1928 ies 

The increase in deposits from 1915 to 1920 was due 
to the large sums that came to the Dominion in war 
orders and after-war buying. It will be noticed that for 
almost three decades the percentage of deposits to total 
bank liabilities to the public has not varied much from 
88 per cent. It is true that before the war interest- 
bearing deposits, that is, time or savings deposits, formed 
nearly 60 per cent. of the total bank liabilities to the 
public, while to-day they are between 35 and 40 per cent. 
The difference is more than offset by the increase in the 
amounts on deposit or due to the Dominion and Canadian 
provincial governments. At present the percentage of 
public liabilities to the total assets of all banks is 91-6 
per cent. 
Foreign deposits are generally considered to be about 

15 per cent. of the total deposits. This is a side of banking 
in Canada that has grown in recent years, attributable 
partly to the proximity of New York as a call loan 
market. 
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Branches of banks in Canada act as the depositories 
of the Dominion and provincial governments and transfer 
funds received by them to the central government at 
Ottawa or to the provincial capitals. All customs, 
internal revenues and post office receipts, including the 
post office savings bank moneys, are deposited by the 
Federal Government officials in local banks for trans- 
mittal to Ottawa. By the Bank Act, all government 
cheques are made payable without charge at any bank 
or branch throughout Canada. An explanation of 
what might appear as altruism on the part of Canadian 
bankers has been made by E. L. Stewart Patterson, an 
authority on banking in the Dominion :— 

** Although the collection and disbursements of the 
national revenues involve a good deal of work, it is done 
willingly by the banks, not only as a return, in a way, 
for the note issue privilege, but also as appreciation of 
the practical and economical manner in which the 
Government handles its revenues and funds. The net 
balance due to the Government may be mobile and at 
times comparatively small . . . but it would be almost 
impossible to devise a scheme for the collection and dis- 
bursement of Government revenues that would work 
more smoothly and efficiently.” 

A president of the Canadian Bankers’ Association 
has stated that the deposits in 1866 of $33,993,000 were 
less then than the paid-up capital of the banks 
$35,417,000. To-day witha total paid-up capital for ten 
chartered banks (excluding Barclays Limited) of some 
$122,000,000, there are deposits of $2,610,000,000. 

The following table shows the deposits in the three 
customary classifications at comparable periods near 


the close of the year since 1915 :— 
IN MILLIONS. 
Demand. Time. Foreign. 
$ 

1915 sie on «+» 423,690 720,990 134,650 
1917 tre nee wee 569,441 995,978 174,779 
I9I9 os ows w+ 703,392 1,138,086 275,342 
1921 ane oe «+» 540,942 1,240,807 270,721 
1923 one one «+» 559,839 1,180,037. 299,780 
1925 nih see +» 589,946 1,268,554 350,231 
1927 vee nee wee 596,154 1,395,329 335,027 
1928 pom a --» 653,197 1,484,815 371,543 
1929 vss aee eee 759,478 1,470,512 423,803 
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In the last five years the monthly average of demand 
and notice deposits has advanced from $1,793 millions 
to $2,152 millions. The figures are taken to be an indica- 
tion of the gain in income of the Canadian people. National 
wealth in Canada in 1927 was equivalent to $2,550 per 
capita of the population. The estimate, admittedly rough, 
compares with a per capita wealth in the United States 
of about $2,918, and of about $2,460 in Great Britain. 

At the last annual meeting the general manager of one 
of the banks stated: ‘‘ The view has occasionally been 
put forward that it would be an advantage if we had 
fluctuating rates of interest in Canada and that high 
rates such as we have witnessed in New York would 
attract money from abroad. London and New York 
can provide lending and market facilities for the handling 
of business of this nature. Canada’s money market is 
too small for the purpose. The temporary lending and 
quick withdrawal of funds of this character would only 
unsettle the general financial situation.” 

An analysis of what might be termed the consolidated 
balance sheet of Canadian banking shows that while the 
total loans have increased at a rapid rate there has been 
a corresponding increase in the deposits of the banks. 
The ratio of time deposits to current loans has been high 
for several years. In 1924 there was a surplus over 
current loans of about $200 millions. In the first quarter 
of 1926 it rose to the high point to date of $470 millions. 
Throughout 1928 the surplus was about $325 millions. 
At the beginning of 1930 the ratio of loans to deposits 
was about 77 per cent.—the highest figure since the war. 

The movement of demand deposits is, of course, 
controlled by general business conditions. In 1928 the 
spread between the highest and lowest points was $83 
millions, whereas in 1927 there was a spread of $112 
millions. For the first time in the history of Canadian 
banking, deposits in May 1928 exceeded the two billion 
dollar mark. (In Canada the French, not the English 
acceptation of “billion” is used, i.e. a thousand mil- 
lions.) By October, the total deposits in the chartered 
banks had passed the two and a-half billion dollar mark, 
and they averaged two and a-quarter billion dollars for 
the whole of 1929. 
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Restoration of the Gold Standard 
in Japan 
By T. Tanaka 


HE removal of the gold embargo was for a number of 
years one of the most important questions of 
national economy in Japan, and the stabilization 
of the ‘‘ yen ’”’ currency was a long pending problem which 
each successive Government as well as the people in 
general had been endeavouring to solve. Eventually, and 
with the co-operation of the whole nation, the various 
preparatory measures at home and abroad were completed, 
and on November 21 last year, a Decree of the Minister of 
Finance was promulgated, which repealed the Decree 
which placed the embargo on the export of gold and silver. 
Thus the embargo was removed completely from January 
II, 1930, and the long discussed question of currency 
stabilization was finally solved. 

It is thirteen years since Japan enforced a de facto 
embargo on gold exportation, in order to meet the 
situation which obtained soon after the United States had 
taken a similar step in September, 1917. According to 
the provisions of the Decree of the Ministry of Finance 
of September 12, 1917, any person who intended to 
export from Japan more than 100 yen in gold could do so 
only under licence from the Minister of Finance, the 
export of gold being thus placed under control of the 
Government. At the same time collecting, melting or 
damaging gold coin with a view to selling or using it as 
bullion was also prohibited; but no law was enacted to 
suspend the conversion of the Notes of the Bank of Japan 
into gold. 

As a consequence of the great war, financial and 
industrial enterprises in almost all countries were greatly 
enlarged to meet the extended scale of economic opera- 
tions in the world. When the war was over, however, a 
serious question arose among the nations as to how to 
work and manage such enlarged institutions profitably. 
The adjustment of production and consumption as well 
as the consolidation and stabilization of currency were 
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the two vital economic problems in all countries. Japan 
herself was no exception, and in April 1920 there ensued 
a reactionary crisis; depreciation of currency, coupled with 
fluctuations in the “‘ yen ’’ exchange, soon compelled the 
people to thereafter strive for stabilization. Thus the 
removal of the gold embargo was among the most 
important policies put forward by every government. 

During the years which immediately followed, condi- 
tions in general, both financial and economic, improved to 
a remarkable extent and the strengthening of the “ yen”’ 
exchange also showed satisfactory progress. Then, in 
1923, the nation was stricken by an earthquake of un- 
paralleled severity. All energies were directed to the 
stupendous task of the reconstruction of the devas- 
tated areas, and, at the same time, the people became more 
than ever keen for the restoration of the gold currency. 
The programme of reconstruction work was being 
successfully carried out, when another obstacle to the 
realization of lifting the gold embargo appeared, 
namely, that of the financial crisis of 1927. The task of 
readjusting the financial structure of the nation at once 
became urgent. Thanks to the co-operation of bankers 
as well as of the general public, this readjustment was 
accomplished in the comparatively short time of less than 
two years. The banks were consolidated to a large extent 
and put on a sounder basis than before. In July, 1929, a 
new Cabinet was formed with Mr. Y. Hamaguchi as 
Prime Minister, and Mr. J. Inouye as Minister of Finance, 
and decisive steps were taken without delay directed 
towards currency stabilization and the rehabilitation of 
economic conditions. The retrenchment of both general 
and local Government expenditure, and the readjustment 
of the public debt, also economy in consumption and 
curtailment of unnecessary expenditure, developed into a 
national campaign conducted by the new Cabinet and the 
Minister of Finance. 

The foreign trade of Japan, which had showed an 
enormous excess of exports during the great war, 
returned to its former state of an excess of imports, 
while the work of reconstruction after the earthquake 
considerably accentuated this adverse trade balance. 
In 1924, in fact, the excess of imports amounted to yen 
725,000,000. Since then, however, the situation has 
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become more favourable, the excess of imports showing a 
remarkable decrease during the three following years. Last 
year resulted in a further enormous reduction of the surplus 
import balance, which then stood at yen 67,000,000 for 
Japan proper, as compared with yen 224,000,000 for the 
preceding year. When the trade of Chosen and Taiwan 
is taken into account, the total adverse trade balance for 
1929 amounts to yen 170,000,000 as compared with 
yen 334,000,000 for the preceding year, the former of 
these two figures being the most favourable trade 
balance since the great war. 

On the other hand, the invisible trade balances of 
Japan returned a remarkably favourable net surplus 
during the war period. Afterwards it showed a gradual 
decrease for some years, but thanks largely to the 
prosperous condition of shipping, the net balance of in- 
ternational payments still remains in favour of Japan. 
In 1928 there was an estimated excess of receipts over 
payments of more than yen 218,000,000, which is a gain 
of more than yen 61,000,000 as compared with the 
previous years. Thus, there has been a tendency to- 
wards a considerable improvement in the last few years, 
and the debits and credits of international payments are 
now becoming well balanced. 

After showing a slight weakness at the conclusion 
of the great war, our foreign exchange maintained a 
firm tone, and in 1923 it was quoted about parity. For 
some years after the great earthquake, however, the 
fluctuations of quotations were rather marked. From 
October 1924, to February 1925, the quotation was at 
its lowest. It fell at one time to $384 (1s. 7}d.), parity 
being $49,845 per yen 100 and 24:58d. per yeni. It 
soon recovered, the quotation reaching the high level of 
$49 in 1927, and, after small fluctuations, it stood 
practically at $46 at the beginning of last year and at 
$432 in June. The new Cabinet was formed in July, and 
all the preparatory measures put into force for lifting the 
gold embargo showed good progress, while at the same 
time our international trade balanice had a very favour- 
able result. At the beginning of December, exchange 
stood at $49 and has since improved. 

Owing to the general business depression, com- 
modity prices in Japan are continuing their downward 
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trend and this tendency has been accentuated by the 
measures taken by the present Government for the 
curtailment of consumption and unnecessary expenditure 
on the part of the people. Our index number of wholesale 
prices, on the basis of 100 in July 1914, showed an 
enormous rise from 154 in 1917 to 272 in 1920, due to the 
influence of the great war. Since then, however, it has 
tended to decline continuously, with the single exception 
of a slight rise during the period immediately following the 
great earthquake in 1923. The monthly average stood 
at 176 in June and at 163 in December last year, showing 
a difference of 10-8 per cent. as compared with 182 at the 
end of 1928. The price level at the end of last year is the 
lowest since June 1917. Such a steady downward trend 
shows that economic adjustment is progressing quite 
smoothly and satisfactorily. 

The monetary institutions in Japan have had some 
rather difficult experiences since the great war, among 
which may be recalled the banking crisis in 1927, 
when a number of banks closed their doors. During the 
two years following this financial disturbance, however, 
the readjustment of these banks was nearly completed, 
and at the same time, as the result of the encouragement of 
the Government and the Bank of Japan, and also by the 
efforts of the bankers themselves, the amalgamation and 
organization of banks in general were effected toa remark- 
able extent. In consequence of this, the number of 
institutions closed during this period amounted to more 
than 310 and the same movement of concentration and 
consolidation is continuing. Moreover, in January 1928, 
the revised Bank law was inaugurated, and under the 
strict control of Government the virtual reconstruction 
of banking institutions and especially the readjustment of 
finances were largely realized, so placing business on a 
sounder basis than before the crisis. 

Following the depression in business. circles, money 
conditions are continuing very easy, and at the same 
time a shifting and concentration of funds in the principal 
banks and also in the central markets is taking place. This 
tendency became more conspicuous, when a large advance 
was made under the special Advance Law by the Bank 
of Japan to meet the situation caused by the banking 
crisis. The Bank of Japan made a serious effort to check 
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the inflation which was a natural sequence to these 
abnormal advances, and endeavoured to absorb the idle 
money in the market, taking such measures as selling 
Government bonds from its portfolio, withdrawing 
gradually its original advance, etc. Thus, in spite of the 
size of these abnormal advances made, the note-issue of 
the Bank maintained‘a normal condition. The notes 
in circulation, which amounted sometime after the 
financial disturbances to yen 1,700,000,000, averaged 
yen 1,263,000,000 last year, against a yen 1,070,000,000 
gold reserve, excluding gold held abroad. Owing to the 
stagnation of enterprise and also commercial depression, 
the demand for money is not so great, while, on the other 
hand, banks are maintaining a cautious attitude and 
keeping their condition liquid. Money was cheap early 
in the year. Commercial bills were discounted at 4 per 
cent.—5-4 per cent. in the market, and the discount 
rate of the Bank of Japan has stood at 5-48 per cent. 
since October 1927. 

As may have been observed from the foregoing 
outline, the various preparatory measures for the lifting 
of the gold embargo and also for the stabilization of 
gold currency having been completed, this important 
problem pending for so many years in Japan has now been 
finally settled; and thus the national economy of Japan 
is advancing on normal lines upon the new stabilized basis. 
Still further effort is needed for improving economic 
conditions and also for promoting a favourable balance 
in our international payments on this stabilized basis. 

The Government and the people are very anxious 
to gain the most fruitful results from the restoration of the 
gold standard. In conclusion, the one thing which must 
be added here, is the sincere gratitude of the Japanese 
people towards their English and American friends in 
business circles for their co-operation and goodwill, 
manifested through the arrangement of a credit completed 
before the announcement of the removal of the gold 
embargo. Moreover, the moral support of the central 
banks in both the countries is greatly appreciated by us, 
not only in respect of the stabilization of currency in 
Japan, but also for world-wide economic welfare. 
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The Port of London 
By D. J. Owen 


(General Manager of the Port of London Authority) 


O explain the phenomenon of the growth of the 
Port of London is a well-nigh impossible task. 
Two thousand years ago, it is generally admitted, 
London existed in some form, possibly a small settlement 
at a point which was a convenient ferry or a ford across 
the Thames. Its actual origin is lost in the obscurity of 
a long past, but it has had a continuous history for twenty 
centuries, during which time it has developed into a 
great seaport dealing annually with 57,000,000 tons of 
shipping and {700,000,000 worth of goods. It has 
become not only the capital of a great nation and 
Empire, but the centre of a worldwide trade and the 
financial headquarters of the civilized world. 

To follow the various phases of the history of the 
Port of London is to read the history of the rise and 
progress of the British nation. When the Roman 
historian, Tacitus, wrote A.D. 61 that Londinium was a 
commercial centre much frequented by merchants and 
trading vessels, the town was becoming an important 
place, and it rose to such a height as to be famous 
throughout the Roman Empire. Later, after that empire 
had faded away, it is described in the year 731 as a 
market of many nations who came to it by sea and land. 
Through the darkness of the Middle Ages, though 
various races of people come and go, London remains. 
Held by the Danes for nearly a century, it was captured 
and rebuilt by Alfred the Great whose policy, far in 
advance of his times, of encouraging the building of 
ships for trading and defence, had a marked effect upon 
the business of the Port. 

By the time of the Norman Conquest “London had 
become a fixture, and a national institution not to be 
ignored. The conquest brought England into closer 
relationship with the Continent of Europe, and mer- 
chants of Normandy, Flanders, Italy, Spain, and other 
European countries were encouraged to settle in London 
with the view to develop industry and commerce. 

F 










68 THE BANKER 


Each succeeding century found London still more 
firmly entrenched in its position as a trade centre. The 
sixteenth and seventeenth in particular witnessed a 
great march forward in the maritime and commercial 
activities of the English people, with the result that the 
trade of the Port of London expanded enormously. 
English merchants were not slow to take advantage of 
the sack of Antwerp by the Spaniards, and, by the end 
of Queen Elizabeth’s reign, London took the place that 
had been held by Antwerp as the commercial centre of 
the world. This position London has ever since retained, 
and the record of the eighteenth, nineteenth and 
twentieth centuries is one of phenomenal progress of 
Great Britain’s worldwide commercial activities and 
Empire building. 

With increasing trade there gradually developed in 
London a financial sense. Many prosperous merchants 
and companies perceived the profit to be derived by 
affording financial accommodation, and they added 
banking as a side-line to their main business. London’s 
financial prestige, in fact, grew out of, and developed with, 
London’s trade prestige. Writing on this subject in 
“International Finance,” Mr. Hartley Withers says: 
“The supremacy of the London bill of exchange was 
created only to a small extent by a supremacy in 
London’s financial machinery; it was based chiefly on 
the supremacy of England’s worldwide trade, and on 
our readiness to take goods from all nations. The con- 
sequence of this was that traders of all nations sold goods 
to us, and so had claims on us, and drew bills on us, and 
bought goods from us, and so owed us money, and 
wanted to buy bills drawn on us to pay their debts with. 
So everywhere the bill on London was familiar and 
welcome.” It has been said that a study at any given 
moment of the bills lodged by the discount houses of 
London as security for short loans is a comprehensive 
lesson in world geography, for they represent every 
imaginable kind of produce and material, and are drawn 
from every quarter of the globe. 

With the development of lLondon’s financial 
supremacy in the wake of commerce London may be 
said to have become the centre of the world’s insurance 
market. No institution has played a more important 
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part in this connection than Lloyd’s, and its high 
prestige is attributed in part to the fact that ‘‘ Lloyd’s 
is the centre of the finest shipping news service that the 
world has ever possessed, and is connected by tradition 
and by name with the great institution known as 
‘ Lloyd’s Register.’ ”’ 

The provision of the physical accommodation, in the 
form of docks, wharves and warehouses for ships and 
goods, is obviously a most important matter in con- 
nection with a trade of such magnitude as that which 
now comes to the Port of London. In the days of small 
vessels the demand for port facilities was on a smaller 
scale, but with the comparatively recent advent of the 
steamship, the whole problem of port accommodation 
assumed larger proportions. Private enterprise func- 
tioned with a large degree of satisfaction in the Port of 
London until towards the close of the nineteenth century, 
but owing to intensive competition and other factors, the 
various dock companies that were in existence were not 
in a position to provide for the adequate development of 
the Port. 

Without going into a full account of the matter, it 
may be stated that the Port of London Authority, which 
is the body controlling the destinies of the Port, came 
into being on March 31, 1909. It is a Public Trust or 
Corporation charged with the primary duty, to quote the 
words of the Act of Parliament which established it, 
“to take into consideration the state of the river and the 
accommodation and facilities afforded in the Port and, 
subject to the provisions of this Act, to take such steps 
as they may consider necessary for the improvement 
thereof.”’ 

The task which confronted the Authority on its 
creation was an arduous and responsible. one, involving 
as it did the welding into one whole of the separate 
organizations of the old dock companies as well as of 
the greater part of the Thames Conservancy, and the 
formulation of works for the immediate improvement of 
the Port. The unification of the various bodies having 
been accomplished, a comprehensive programme of 
improvements and developments was embarked upon. 
This programme, together with other necessary works, 
was carried out by the Authority between 1g09 and 1925 
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at the huge cost in round figures of £10,000,000. The 
works comprised new quays and sheds at the London, 
West India, East India, and Millwall Docks; a new large 
wet dock—the King George V Dock—with a dry dock 
attached to it; additional cold storage accommodation ; 
a new warehouse for tobacco at the Royal Victoria 
Dock ; an extension of the Tilbury Docks; new pumping 
installations to raise the water level in the London, 
East India, Royal Victoria and Royal Albert Docks; 
extensive additional craneage appliances; and a cargo 
jetty in the river at Tilbury. The navigable channel of 
the Thames was also greatly deepened by dredging, and 
there is now a good navigable channel with a general 
depth of 30 ft. at low water of ordinary spring tides from 
the seaward limits of the Port Authority’s jurisdiction 
to Cold Harbour Point. 

Under the regime of the Port Authority there has 
been an enormous expansion in the trade of the Port. 
The war period of 1914-18 was, of course, a difficult 
one, but during the twenty-one years of the Authority’s 
existence the tonnage of shipping using the Port has 
increased by over 50 per cent. The Authority have 
therefore to be continually striving, not only to cope 
with the increased business, but also to endeavour to 
anticipate the future. The initial programme of improve- 
ments, comprehensive as it was, soon had to be amplified. 
One of the earliest works of the additional programme of 
improvements was the construction of the Quebec Dock 
in the Surrey Commercial System, for the growing timber 
business. This dock, with an equipment of four sheds, 
was opened in 1926. 

Later it was found that the ships using the Tilbury 
Docks were becoming almost too large for the entrance 
lock. The Port Authority consequently commenced to 
build a new lock at Tilbury, 1,000 ft. long, 110 ft. wide, 
and of a depth of 45 ft. 6in. below Trinity High Water. 
At the same time they started upon the construction of 
a new dry dock there of 750 ft. in length and 110 ft. in 
width, with a capacity for extension to 1,oooft. in 
length whenever requisite. These works were completed 
and brought into use last September. The Port Author- 
ity are also providing in the river in close proximity to the 
Tilbury Docks a floating passenger landing stage which 
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will be formally opened by the Prime Minister in May next. 

Large and expensive as these improvement works 
were, they did not spell finality. The Authority found 
themselves confronted with a problem at the West 
India Docks where the depth of water was greater than 
is usually found in docks of such an age, but which 
modern ships could not use on account of the limitations 
of the entrances. The Authority decided to construct 
a new entrance lock of larger dimensions on the site of 
the old South West India Lock, and at the same time 
thoroughly to modernize the West India and Millwall 
Dock System. The major portion of this work has now 
been completed. 

The whole of the Authority’s improvement works 
have involved an outlay of some £16,000,000, and it 
is undoubtedly true that the Port of London is, to-day, 
as regards accommodation and facilities, in an infinitely 
better position than it ever was, and capable of dealing 
with an enhanced volume of business. It will be obvious 
that ports cannot create trade, but only accommodate 
it; but the provision of efficient facilities at a port can 
certainly be a great factor in encouraging and developing 
its trade. To carry out the responsibilities first laid 
upon them twenty-one years ago in such a manner as 
to result in the provision of the most efficient facilities 
at the lowest possible cost to the shipowner and the 
merchant is the object of the Port of London Authority, 
in the sure knowledge that this is the only way in which 
the Port can retain its present trade and cope with 
further business. 

























British Ships as a Banking 
Security. I 


“ Those that go down to the sea in_ships 
That do business on the mighty waters.” 


I is not without its due significance that these well- 






known words of scripture are to be seen as forming 
the mural decoration around the dome of the entrance 
hall of the great building of the Mersey Dock and Harbour 
Board at Liverpool, and those who have carried on the 
business of banking at any of the principal ports will 
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have realized that the banker is frequently called upon 
to share, often: in no small degree, some of the risks 
which the perils of the sea involve. In no case is this 
more clearly illustrated than when considering the taking 
of a mortgage of a ship as a banking security. A ship 
is not quite like any other ordinary personal chattel; and 
owing in the first place to the peculiar nature of the 
risks to which it is exposed, and, secondly, to the services 
and assistance of persons other than the owner which 
may be necessary to enable a voyage to be completed, 
its commercial value has to be considered in conjunction 
with :— 

(a) Perils of the sea and marine risks; 

(ob) The maritime, statutory and possessive liens to 
which a ship may become subject. 

True, some of these risks can be guarded against, 
as in the case of the risk of losses due to maritime adven- 
ture, by obtaining a policy of insurance, but even here 
the character and integrity of the borrower becomes of 
paramount importance, for in the absence of a special 
contract to that effect such a policy will be of no avail 
even to an innocent mortgagee should the ship be wilfully 
lost or scuttled by the mortgagor or his agents. 

If the banker is to obtain any degree of protection 
at all by means of insurance it is impossible to over- 
emphasize the importance of providing that the insurance 
shall be taken out to cover the separate interests of 
both the mortgagor and the mortgagee. The policy 
should be effected directly on the mortgagee’s behalf and 
not merely assigned to him by the owner, as additional 
security, for in the latter case he would be subject to 
any defences available against the owner. It seems 
clear that if the mortgagee is not a mere assignee from 
the owner, but was an original party to the insurance, 
then the insurance will not be avoided by the misconduct 
of the owner. Even having obtained this direct insu- 
rance, however, the mortgagee’s claims against the 
underwriters may fail if there has been what is known 
as a breach of warranty in connection with the insurance. 
Such a breach of warranty may arise in this way. Most 
policies of marine insurance incorporate what are called 
the Institute Time Clauses. These time clauses were 
drawn up by the Institute of London Underwriters 
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and their object is to reduce the temptations which 
might follow upon over-insurance. 

This warranty (clause 22) is that the amount insured 
on certain matters, including freight, shall not exceed 
certain specified limits—in the case of freight “ not 
exceeding 25 per cent. of the value of the hull and 
machinery stated therein, but if the insurance be for 
less than 12 months, the 25 per cent. to be proportionately 
reduced. In a number of cases which have reached the 
courts the mortgagee’s claim has failed because he had 
notice of this breach of warranty. In others, the cir- 
cumstances have been such that the underwriters were 
prevented by waiver or acquiescence from treating the 
marine policy on the vessel as void for breach of warranty. 
(See the judgment of Lord Cave in Samuel & Co., Lid. 
v. Dumas, 1924, House of Lords.) Having obtained this 
direct insurance and, in the absence of receipt of notice of 
any breach of warranty in connection therewith, it was at 
one time considered, on the authority of the decision in 
Small v. United Kingdom Marine Mutual Insurance 
Association, 1897, 2 Q.B. 311, that, although a vessel 
was deliberately cast away with the connivance of the 
owner, the innocent mortgagee could recover from the 
underwriters. But, in the light of the more recent cases 
which have gone to the Court of Appeal and the House of 
Lords, it must now be admitted, and should be generally 
known, that for all practical purposes it is now impossible 
for even an innocent mortgagee to obtain compensation 
from the underwriters for a loss due to deliberate casting 
away by the owner, or with his connivance. 

Thus, in Samuel & Co., Limited, v. Dumas, decided 
by the Court of Appeal on December 15, 1922, and 
affirmed by the House of Lords on February 25, 
1924, the plaintiffs, who were insurance and chartering 
brokers, took out war and marine risk insurances covering 
the separate interest of a mortgagee of the ship. The 
insurance against war risks upon freight was effected 
for a larger amount than that stipulated for in clause 22 
of the Institute Time Clauses, which were incorporated 
in the policy. The vessel was deliberately cast away 
with the connivance of the owner, and the plaintiffs, 
suing on behalf of the mortgagee, brought an action 
against one of the underwriters. 
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HELD, that although under “ Smalls Case ”’ (1897) the 
innocent mortgagee could recover, yet, as the above- 
mentioned clause was not confined to insurance of 
marine risks but applied equally to insurance of the 
subject-matter, there was a breach of the warranty 
contained in the clause and the action failed. 

HELD, on appeal to the House of Lords— 

(1) The underwriters were prevented by waiver 
or acquiescence from treating the marine policy on 
the vessel as void for breach of the warranty in 
regard to insurance; but 

(2) The direct cause of the loss was the scuttling, 
i.e. the act of letting the water into the vessel, and 
not the actual inrush of water. 

The loss was not due to “ perils of the sea’”’ or 
to any other risk covered by the policy sued on. 

A similar case which went to the the House of Lords 
on July 15, 1924, with the same result, was that of 
Anghelatos v. Northern Assurance Company, Lid. 

In considering these cases one is bound to agree that 
the wilful act (of the owner inducing the loss) takes from 
the catastrophe the accidental character which is essential 
to constitute a peril of the sea. It also seems indisputable 
that the proximate cause of the loss is that wilful act of 
letting in the water and not the actual inrush of the 
water or natural action of the waves; for any other 
view would seem to reduce the law of proxima causa to 
an absurdity. The scuttling was certainly the causa 
CaUsans. 

Before leaving this subject it may be added that 
barratry is one of the risks usually covered by a marine 
policy, but for the following reasons, where the loss of the 
ship has been due to the wilful act of the owner or carried 
out with his connivance, the mortgagee can rarely recover 
on this ground. The offence of barratry is defined as 
meaning “‘ every wrongful act committed by the master 
or crew to the prejudice of the owner.’ It is clear that 
barratry cannot be committed against anyone but the 
owner of the ship. It has never yet been decided that 
an owner could recover for a loss directly and inten- 
tionally caused by his co-owner, the latter not being a 
master or a member of the crew. The position of a 
mortgagee is analogous to that of a co-owner, and con- 
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sequently the deliberate act of the owner against him, 
whilst it may amount to fraudulent conduct on his 
part, cannot be described as barratry. 

As far as the mortgagee’s position is concerned it 
will be seen, therefore, that if the loss cannot be said 
to have been due to the perils of the sea, or barratry, 
and if the ship is lost by a peril not covered by the marine 
insurance policy, how then can anyone claim under the 
policy, whether innocent or not? 


LIENS 


A maritime lien may be defined as a privileged claim 
upon a ship in respect of a service done to it or injury 
caused by it which is capable of being carried into effect 
by legal process and arrest, followed, if necessary, by 
its sale. This privileged claim travels with the property, 
into whosesoever possession it comes. As between a lien 
holder and a mortgagee, the right of the mortgagee in 
the mortgaged property is subject to all existing maritime 
or possessory liens upon the property. The maritime 
liens recognized by English law are those in respect of 
bottomry, and respondentia bonds, salvage, seamen’s 
wages, wages, disbursements and liabilities of the master, 
for which the shipowner is liable, damage, life salvage 
fees and expenses of a receiver of wreck, damage sus- 
tained by the owner or occupier of lands used to facilitate 
the rendering of assistance to a wreck, and costs otf a 
local authority incurred in the burial of carcasses washed 
or thrown over from a vessel. These are the only 
maritime liens in English law, but it is not necessary that 
the lien should be a maritime lien by the law of England. 
It is sufficient if it is pronounced to be maritime lien by 
the judgment of a foreign court of competent jurisdiction. 
Such judgment will be recognized by English courts. 

It may be mentioned that bottomry is a contract 
whereby a vessel is hypothecated by her owner or master 
for the payment, in the event of her voyage terminating 
successfully, of money advanced to him for the necessary 
use of the vessel, together with interest. The name of 
bottomry is given to such a contract because the ship’s 
bottom or keel is said to be pledged thereby. It is of 
the essence of bottomry that the lender should take 
upon himself the maritime risk, that is, that the money 





+6 THE BANKER 


should be repayable only in the event of the ship’s 
safe arrival. The money must not only be necessary to 
enable the ship to proceed, it must also be impossible to 
procure the money in any other way, and it can be 
secured in this manner by the master only after com- 
municating with the owner, if communication is practic- 
able. These are the conditions which must exist to 
create a lien giving the bottomry bondholder priority to 
mortgagees. 

It is a little curious and somewhat ironical that, 
although various attempts have been made to give 
to a properly registered mortgage of a ship priority 
over certain maritime liens, the commercial community 
generally, and even bankers, have been unable to give 
their support to such suggestions. For example, the 
report of the British delegates at the International 
Maritime Conference, held at Brussels in October 1922, 
contains a draft convention for the unification of certain 
rules of law relating to maritime mortgages and liens. 
By Article 2 of that convention it was proposed that 
mortgages, hypothecations and other similar charges 
upon vessels, duly effected in accordance with the law of 
the contracting state to which the vessel belonged, 
should rank in priority to maritime liens on the vessel 
created by claims arising on contracts entered into or 
acts done by the master, acting within the scope of his 
authority, although such contracts or acts were necessary 
for the preservation of the vessel on the continuation 
of her voyage. 

It was further proposed that such mortgages should 
also rank before claims arising on bills of lading. 

This proposed change was only modified by the 
proviso in Article 3 that the postponed claims referred to 
should rank in priority to mortgages if such claims 
originated at a date previous to the date of the inscription 
of the mortgage upon the register, and if an entry in 
respect of such claims had been made in the register 
before the expiration of one month from the date when 
the claim originated. 

Even thus modified, however, these proposed changes 
did not meet with general approval in England for the 
following reasons. 

As the law at present stands, contracts entered into 
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by the master for the preservation of the vessel or the 
continuance of her voyage, obtain a priority to mortgages 
by reason of the fact that the master himself has a lien 
in respect of such disbursements and the creditor can 
avail himself of the master’s lien. 

If claims arising on contracts entered into by the 
master were postponed to mortgages, it would become 
more difficult for a master to obtain supplies, etc., 
necessary for the preservation of the vessel or the 
continuance of her voyage. 

On the other hand, it was contended in some quarters 
that with the improved methods of banking it ought to 
be possible for an owner to remit the money necessary to 
enable the master to complete his voyage. Practical 
experience, however, has gone to show that even with 
all the improved methods of communication and banking, 
an owner might not be able to supply the master with 
the necessary funds in distant ports. The postponement 
of charges created by the master to the right of mortgagees 
might well have the effect of making it too difficult for 
a master to raise the necessary funds in distant ports. 
To curtail the master’s powers in the way proposed by 
the covenant might therefore make it impossible for the 
master to bring the boat home, and so amount to 
“ killing the goose that lays the golden egg.” 

In regard to the proposal that mortgages be given 
priority to claims arising on bills of lading it may be 
observed that bankers generally are interested in bills 
of lading probably to a far greater extent than they are 
in mortgages of ships. If this be so, the postponement 
of claims arising on bills of lading would probably not 
be to the advantage of bankers generally. 

In view of these considerations it is not difficult to 
understand why international agreement on the subject 
has not yet been reached. 
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Table II 


1 
CLEARING BANKS 


GERRY 
FRANCE | BELGIUM | NETHER- |peNMARK] NORWAY | SWEDEN 


146-1 17-7 34-2 11-1 8-1 12-4 89-6 
146-0 18-1 34°6 10-6 8-1 12-2 90°6 
146-9 18-4 33-2 10-0 8-1 12-2 88+1 
146-0 19-3 31-9 10-0 8-1 12-7 90-6 






‘9 21-0 33- 0 8-1 12°7 91-3 
145-9 21:7 35-9 10:0 8°1 12°8 95:9 
236-7 22°9 35-9 10-0 8-1 12-7 103+1 
247°3 23-1 35° 9-5 8-1 13-1 121°2 









263-1 25°8 35-9 9°5 8-1 13:0 133-6 
273-9 25°9 35-9 9°5 8-1 13-0 | 131°3 | 
275°3 26-0 34-9 9°5 8-1 12-9 126-3 
294-1 27°5 36-1 9°5 8-1 12°9 86°4 | 
294-7 28-2 36-1 9°5 8-1 12-9 86-4 | 
295-2 28°8 36-7 9-5 8-1 12-9 97°6 | 
309-7 28-9 37-0 9-5 8-1 12-9 105-2 
314-2 29-2 36-6 9°5 8-1 13-3 106°9 
320-2 29°3 36-6 9-5 8-1 13°3 108°3 | 
324°4 30-5 36-6 9-5 8-1 13°3 109°1 | 
332-1 82-1 37-0 9°5 8-1 13°2 | 109-9 








341°8 33°6 37-0 9-5 8-1 13-5 111°8 | | 
347°4 33°7 36-1 9-5 8-1 13-4 113°8 | | 
342-9 33°7 36-2 9°5 8-1 13-4 120°5 | | 











1 Where possible the figures are taken from returns issued for th 
2 Excluding a smali amount held in the Banking Department. 
3 Gold and silver holdings, 







CREDIT AND CURRENCY (millions of £) 





2 
BANK OF ENGLAND 









Other Deposits Government 


‘ 
















Deposit Cash Advances i benking | Meceeve Notes in 
— . Bankers’ Depart. ” rve | Circulatios 
Total Balances ment 
1,693-9 196°7 897°8 116-8 _ 32 33: 365°8 
,641-°2 191-9 912-3 102°3 _ 36°5 35-3 376°8 
1,682-9 193-5 919-2 102-6 - 49-1 33-4 378-8 
1,710-2 195-6 917-9 100-4 _ 49- 34- 374-0 


1,747- 
1,690- 
1,748: 
1,752- 
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Diary,” Dec, 1928 issue.) 


“Iown 


186-5 
201-2 


192-0 
181-5 


1 Monthly averages, nine banks. * Average of four or five weekly returns. 4% The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not com ble with those succeeding. (See “ A Banker's 
4 Prior to November 1928, “‘ adjusted” total of bank-note and currency note 








923-0 112-9 oe 39- 38- 371°5 
933°1 96-6 — 32°2 42-9 373°2 
932-0 111°3 —_ 29-8 58-3 376-2 
937-9 101-2 os 36- 52°6 370°1 











956-1 105-0 67-6 55-1 49-8 363-9 
967-5 99-2 62-4 48-1 57-0 3536 
980-3 99-2 62-0 46-5 61-2 356°4 
985-8 99-0 62-6 51°2 55°3 860-4 
976-3 95-9 59°8 40°3 59-6 361°9 
977°2 99°6 63-8 88-3 61-3 361-7 
985-9 101-9 65-0 47-3 43-2 368°9 
981-3 97-8 61°4 73°0 30-4 369-2 
971-9 101-7 65-2 73°5 32-7 363°5 
973-7 101-4 63°6 72-2 31-4 360°7 
973-0 97-6 58-3 63-5 36°8 356-5 
972-7 98-8 62°5 63-3 30-2 369°4 
969-1 111-8 75°5 64-9 53°5 355°8 
972-2 91-4 55-6 41°9 63-7 847-2 
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Table III GOLD MOVEMENTS 
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Table IV 


































LONDON - 
Discount Rates Treasury Bills — 
Week endi ' a 
eek ending Bank Rate Ter te Bank Bills Fine vate Weekly Tender Amount Amount | Bank Rate 
Loan Rate. 3 months 3 months te Offered Applied for 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £ millions 
| Per cent. 
_——<——— 
| 
432 4 5 
4% 4 5 a 
4 4 
nH 4 t i 
1930 
JaNuARY 4 5 4g; 431 St 4 5 11-16 40 63:5 
11 5 333 dee 5 4 1 4-89 35 48-7 4 
e 18 5 4 48; 5t 4 0 1-44 30 40-3 4 
pee 25 5 3H 3 oF 319 0-18 30 50-6 4 
FEBRUARY 1 5 Si 3 5 317 2-95 30 38-2 4 
be 8 4 3H 32; 5 317 7-01 30 47-1 4 
a 15 4 3 33 43 317 3-62 30 42-9 | = 
. 22 4 3 3 4 315 3-23 30 59-0 | 4 
MARCH 1 44 3 3 4 3 7 5-82 30 51°8 | * 
Pa 8 4} 3 3% 4 3 4 0-72 30 57-8 ; 4 
is 15 4 3 3% 43 215 8-77 30 48°5 ‘. 
Ps 22 33 3 245 4 2 1 10°16 30 53°9 ; 
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All figures given above except those of 




















































3 
NEW YORK PARIS MILAN ZURICH MADRID AUSTERD 
: Fl. to £ 
PAR OF EXCHANGE.. 25°2215 25°22t5 rior 
1927 
JANUARY soe 4:8529 122-59 — 
mn 66 kw 4°8570 123-98 oi 
/ oar 4-8552 123-99 tei 
OCTOBER ws 12-116 
JANUARY ° ee i , 25- 12-08" 
APRIL... ee ee 4°8821 124-01 92-53 25-332 29-118 12-11; 
JULY... « a 4°8644 124-18 92-81 25-255 29-511 12-08: 
OCTOBER ne . , 5 hes 
12-091 
1929 

JANUARY 4°8503 124-08 92-67 25-207 29-751 12-09 
FEBRUARY 4°8525 124-23 92-70 25-231 31-185 1211 
MaRcH ., 4°8529 124-24 92-69 25-230 32-200 12°11 
APRIL .. 4°8534 124-21 92-70 25-215 32-923 12-09 
May in 4°8511 124-14 92-65 25-190 34-110 12-06 
JUNE ee 4°8485 123-99 92°68 25-198 34-316 12-07 
JULY ee 4°8511 123-88 92-74 25-219 33-451 12-08 
AUGUST .. 4°8487 123-89 92-73 25-202 33-052 12-10 
SEPTEMBER ee oe 4°8485 123-87 92-69 25-165 32-852 12-09 
OCTOBER ee ee 4-8698 123-89 92-99 25-176 33-586 12-09 
NOVEMBER ° os 4-8778 123-86 93-15 25°151 34-854 12-08 

DECEMBER ° “a *92 ° 25 5: a 
12-09 

1930 

JANUARY ee ee 4°8697 123-91 93-05 25-162 87-017 12°11 
FEBRUARY eo ee 4-8620 124-20 92-86 25° H 12°15 
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Table [V—coni. 


NEW YORK PARI BERLIN AMSTERDAM 


Market Market Market Markew 
| Bank Rate Discount Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 
Rate Rate Rate Rate 


Per cent. Per cent. Per cent. Per cent Per ceut. Per ceut. Per cent. Per cent. Per cent. 
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Table V—cont. 





ERAGES 





AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE po, BUENOS AIRES 


Rmk. to £ Kr. to £ d, per Rupee d. per Yen. d. per Milreis d. per Gold Peso. 


47°58 








12-095 *386 


12-102 *387 
12-123 366 


adoned as from June 25, 1928. 
hdoned as fram. December 22, 1927. 
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Table VI BRITISH TR INDUS 
oN A STEEL 
COAL PIG-IRON STEEL | /AcTURES T! 









Furnaces in 


Exports 1 
Production Guaieling Number of | production Produetiad Imports 
Coke) Blast 





































Millions of | Millionsof | **¢@40f | phousands of | Thou Thousands 
Tons Tons month Tons Tone #) ct Tons 
1927 
JANUARY .. oe ee oe ° 21-6 4°3 152 435 731 
APRIL ee ee ee oe ee 20-2 4°3 189 680 850 
JULY ee ee ee ee ee 19-9 4°4 174 646 687 
OCTOBER .. ee ee oe és 20-8 4°5 162 596 699 
1928 
JANUARY .. oe oe 21°5 4°3 148 560 626 
APRIL ° ° ° e 18-2 4-0 149 563 644 
JULY oe ‘ ° 18-1 4°5 131 538 667 
OCTOBER .. ° oe ‘ 21-1 5-1 136 544 756 
1929 
JANUARY .. ee ee os a 22-4 4:9 139 564 765 
FEBRUARY .. ee ee ee ee 21-1 4-2 140 520 775 
MARCH ee es oe ee - 22-6 5-1 145 590 860 
APRIL oe ° e e 20-9 5-0 152 611 809 
May ee oe 20-7 5-6 159 655 844 
JUNE ee ee 19°9 5-2 165 658 831 
JULY ee oe ‘ 21-1 6°3 167 672 805 
AveuUsT .. os e 20°5 5-3 170 682 753 
SEPTEMBER os ee 20-9 5-6 168 665 848 
OCTOBER .. ee oe ee oe 23-0 6-2 166 689 890 
NOVEMBER .. ee ee oe oe 22-3 5-8 163 631 815 
DECEMBER .. oe ee oe oe 21°4 5-3 162 643 661 
1930 y 310 
kk ae ae 23-8 5*9 159 650 771 259 
FEBRUARY .. oe oe os s 21-7 5-0 162 597 776 
1 Returns issued @stional Fed 
al 
Table VI BRITISH TRADE AND INDUSTRY—cont. _= 
1 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT : 
ef eee Of LT af 
‘ 3 4 | Inderot 
2 | Cc Percent- | Numbers | Produc. 
Imports | Exports | Re-exports} London |Provincia) Total ompar age of on Live tion 
“Country” ee insured | Register | (Quarterly 
- persons 
£ £ £ £ £ £ unem- 000’s 1024 = 0 
millions | millions | millions millions | millions | millions millions ployed omitted 
1927 1927 
JANUARY 113-6 55-4 9-9 10° 5:6 15-6 18-0 12-0 1,340 1108 |JanvaRy 
APRIL ee 100-6 52-6 11°8 10-2 5°5 15-7 18-6 9-4 1,076 1081 | APRIL 
JULY oe 93-4 56-1 9-7 9-9 5°6 15°6 18-3 9-2 1,041 105°9 |JuLy 
OCTOBER 105-0 61-2 9-4 10-1 6-0 16:1 18-8 9°5 1,080 107'4 | OCTOBER 
1928 1928 
JANUARY 100°4 59-7 10°3 10°3 5-8 16+1 19-0 10-7 1,204 105°? JANUARY 
APpriL ee 96-8 55-3 11-0 10-5 6-0 16°5 19-2 9-5 1,081 103-7 J APRIL 
JULY oe 95-5 60°9 8-5 10°2 5°5 15-7 18-5 11°6 1,259 954 NuLy 
OCTOBER 102-7 64-3 8-9 10°2 5-4 15°6 18-8 11-8 1,339 105°2 JOCTOBER 
1929 1929 
JANUARY 116-1 66-9 9°38 10-4 5°5 15-9 19-1 12-3 1,427 |) JANUARY . 
FEBRUARY 91°3 55-7 10°3 9-8 5-7 15-6 18-7 12-2 1,390 Ra FEBRUARY | 
MARCH .. 98-6 58-6 10-0 9-9 5-6 15-5 18-4 10-1 1,243 MARCH ' 
APRIL .. 104-2 60-2 10°4 10°5 5-3 15°8 19-0 9-9 1,159 |) APRIL 
May ee 103°5 67-4 10°5 10-0 4-9 15-0 18-3 9-9 1,123 111-0 May 
JUNE ee 91-5 49-9 9-6 9°38 5-1 14°8 18-2 * 9-8 1,113 JUNE 
JULY ee 93-6 66°5 8-0 10°3 5-4 15:7 19-0 9-9 1,140 JULY 
AUGUST .. 101-0 63-0 9-0 9-4 4-7 14:1 17-3 10-1 1,162 1082 | AUGUST 
SEPTEMBER 98-4 55-1 6-7 9-3 4-8 14-1 17-2 10-0 1,159 SEPTEMBER 
OCTOBER.. 110-3 64-6 9-1 10°3 5-1 15°5 18-9 10°4 1,218 OcTOBER 
NOVEMBER 108-2 63-1 8-2 10-1 5-1 15-2 18-9 11-0 1,268 115°) | NovEMBER 
DECEMBER 106-6 58-4 79 10-4 5°3 15°6 19-6 11-1 1,357 DECEMBER 
1930 1930 
JANUARY 101-9 58-3 8-2 10:4 5-0 15-4 19-5 12°6 1,481 JANUARY 
FEBRUARY | 88-2 | 51-9 8°6 9°8 51 14°9 19°4 13°1 | 1,518 | | PEBRUARY 
1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London 1 The 


House. 3 Total clearings (London “Country” and Provincial) adjusted, for comparative purposes, ¥}‘omparison 
application of Board of Trade index number of wholesale prices (1924 = 100). 4 Average of four or i" 2 Gold 
weekly returns. ® Reprinted by courtesy of the London and Cambridge Economic Service. 
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Ru) INDUSTRY Table VI—cont. 
EL | ON es THE wany- MACHINERY COTTON WOOL 
1 2 ‘ ‘ ‘ . ‘ Saat of ef Exports of “oops | eter vf 
ction Imports xports mports xports arns iece Goods ‘ops Worsted tm 
arns Tissues 
nds of Thousands Thousands £ £ Millions of Millions of Millions Millions Millions of 
18 of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
es 1 a 
655 219 1,308 3,995 15-9 322°3 3°0 3°4 15°9 
l 405 335 1,454 3,598 17°3 316-9 3-3 3°8 9°5 
i) $36 390 1,402 3,786 14-0 335-2 3-1 4°4 16-0 
7 $36 385 1,244 4,503 15°3 312-1 4°0 5°1 13°1 
) 
284 332 1,345 4,805 14°9 337°4 2°8 4°0 16°9 
; 253 344 1,464 4,143 13°8 314-8 2-9 3°7 10-0 
7 219 333 1,461 4,567 11°4 338-6 2°6 4°2 18-0 
j 261 377 1,488 4,402 15-1 334-0 2°5 4°5 12°7 
} 
244 421 1,627 5,078 16°9 379-3 3:1 3°6 18-6 
160 380 1,235 4,108 13°7 326-1 2°5 3°0 14°6 
182 350 1,444 4,154 13°5 334-0 3°2 3°3 12-1 
] 262 340 1,574 4,151 13-1 349-4 2-4 3:0 9°5 
257 443 1, "802 5,528 16-0 321-4 3°4 4°7 11°83 
234 307 1 "695 3,794 12-3 223-9 2-1 3-4 10-2 
237 376 1,687 5,066 15-0 355-4 2°2 5°1 17°5 
255 358 1,728 4,421 15°3 321°3 2°8 4-9 17°1 
229 299 1,460 3,768 10°2 237°5 2°8 3°7 11°3 
248 390 1,724 4,803 13°5 265°8 3°3 4°5 lis} 
383 1,531 5,079 12°5 284-0 2-9 4-1 10°8 
256 332 1, "629 4,408 14°5 273°6 2-0 3°4 11°4 
Y 310 352 1,514 4,456 13-2 313-2 2:7 3°7 14-1 
259 294 1,520 4,274 12-2 299-5 1:9 3-0 13-0 
issued ational Federation of Iron and Steel Manufacturers. 
Table Vit _COMMODITY PRICES 
= UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY? 
dext | Wholesale 1 | Wholesale | Wholesale | Cost of | Wholesale} Costof | Wholesale} Cost of 
ode. Cost of (Depart. | (Reichs- | Living | (Statis- Living Living 
tion } Living ment of bord) (Reichs. tigue (Statis- 
mul Board of] “Econ. | (Ministry | Labor) bord) | Générale)| _ tigue 
Trade omist” jot — nos ~ rale) | 
= ag Jan.-July) 


uly 
1913=100] 1918 = 100 | 1914 = 100 | 1918 = 100 | 1913 = wo| = 1913 = 100 | 1914 = watheni. 1913 = 100 as = 100 





1927 
108 |Januany .. | 143-6] 1438-1 | 172 | 188-4 | 135-9 | 144-6] 621-8 | 524 
1 tape =|. | 189-8 | 142-8 | 164 | 184-3 | 184-8 | 146-4] 636-3 | 525 
50 \Juny :. | 141-2 | 144-1 | 164 | 184-8 | 187-6 | 150-0 | 620-5 | 507 
74 [OoropeR :: | 141-4 | 142-5 | 169 | 189-0 | 139-8 | 150-2] 587-0 | 498 
; 1928 
57 HanvaRy .. | 141-1 | 141-5 | 166 | 188-0 | 138-7 | 150-3] 606-7! 507 | 134-3 | 145 
19°7 PAPRIL 142-9 | 145-7 | 164 | 189-5 | 139-5 | 150-7 | 623-8 | 519 | 184-7 | 145 
54 [JoLy 141-1 | 141-9 | 165 | 140-8 | 141°6 | 152-6 | 623-8 | 519 | 132-6 | 143 
"2 [OCTOBER 137-9 | 136-9 | 167 | 140-1 | 140-1 | 152-1] 617-0 | 5381 | 133-5 | 144 
1929 
JANUARY .. | 138-3] 186-1 | 165 | 189-3 | 188-9 | 153-1} 630-6 134:7 | 148 
8-3 | FEBRUARY 188-4 | 137-3 | 166 | 188-5 | 139°3 | 154-4] 638-5 |}547 | 185-3 | 148 
Mizce =;; | 140-1 | 138-1 | 162 | 139-7 | 189-6 | 156-5] 689-4 |J _ 135-4 | 153 
APRIL «=. | 188-8 | 185-0 | 161 | 188-7 | 187-1 | 153-6 | 626-7 133-8 | 150 
10 Pay [2 | 135-8 | 131-5 | 160 | 187-2 | 185-5 | 153-5] 622-8 |} 556 | 181-6 | 148 
Jue =. | 135-6 | 131-7 | 161 | 188-1 | 135-1 | 153-4] 610-0 130-3 | 149 
Jy °: | 187-4 | 134-6 | 163 | 140-4 | 187-8 | 154-4] 613-0 129-5 | 148 
Bt fAvausr °: | 135-9 | 134-5 | 164 | 140-0 | 188-1 | 154-0] 596-4 |; 555 | 128-6 | 146 
Supremper.. | 135-8 | 131-9 | 165 | 189-7 | 188-1 | 153-6 | 597-3 128-1 | 147 
_ focropeR :: | 136-1 | 129-6 | 167 | 138-0 | 137-2 | 153-5 | 589-5 127-6 | 149 
50 |Novemper -; | 134-0 | 126-9 | 167 | 185-2 | 185-5 | 153-0] 583-7 |} 565 | 126-0 | 149 
DECEMBER .. | 132-5 | 126-9 | 166 | 185-0 | 184-3 | 152-6 | 575-8 124-6 | 150 
1930 
Jasvany .. | 131-0 | 123-7 | 164 | 188-8 | 182-3 | 151-6 | 564-0 123-0 | 150 
__[Pupevary.. | 127-8 | 121-0 | 161. | 3299-3 | 150-3 | 564-0 120-7 | 148 





“ 1 The indices, which are for the 1st ‘ot the month, are entered for the previous month to facilitate 
by} Comparison, 


® Gold index. G 
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The Banker’s Bookshelf 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 


Tue DiscouNT MARKET IN LonpDoN. By H. W. Greencrass. (Pitman and 
Sons, Ltd., 6s.) 

THE aim of the author in preparing this book has been to give 
a picture of the London money market as it is seen in everyday life 
by the bill broker. With this object he has devoted the first nine 
chapters to a description of the usual phenomena—the derivation of 
the money market’s funds; the different kinds of paper; the work of 
the various constituents of the market; the relation to the market of 
the Bank of England ; and two chapters describing pre-war, war, and 
post-war conditions. All of these are on the whole clear, accurate, 
and well arranged ; but the treatment of certain topics is excessively 
brief—e.g., the sections devoted to inflation and its effects, the 
reactions of the war on the discount market, and the reorganization of 
foreign currencies. Here, at least, the author should have indicated 
other sources of more detailed information, and thereby avoided in 
part the effects of perfunctory treatment of important matters. 

In the two chapters remaining, however, the author has gone 
beyond the limits of mere description, and has endeavoured to treat 
of the influence on London of other money markets, and the future 
outlook. But it is impossible to succeed in this task in the space of 
twenty-one pages; nor is the degree of impossibility reduced by the 
author’s method of attempting to range over a wide field—thus the 
influence of Berlin, India, Australia, Japan, and South America is 
examined in no more than three and a-half pages. 

Taking the book in whole, it may be commended to those who wish 
to read it in conjunction with a work like Spalding’s ‘“‘ London Money 
Market,” with a view to acquiring an insight into current methods and 
practice ; but those who wish to study the implications and problems 
arising out of the present situation must perforce turn elsewhere. 


SmitH’s Law OF BANKER AND CUSTOMER. Revised by R. BORREGAARD. 
(Effingham Wilson. 6s.) 


Except on the historical and practical sides of banking, there are 
few books which, written in the middle years of the nineteenth century, 
have survived in usefulness until to-day. But Smith’s “ Banker and 
Customer,” which was first issued in 1859, has constantly been 
re-issued at relatively short intervals until now it reaches the 
twenty-sixth thousand. This is in itself a testimony to its utility. 

The present edition has been capably revised by Mr. R. Borregaard, 
himself a well-known legal writer. He has drastically curtailed the 
space devoted to the history and constitution of different kinds of 
banks, and used this space to give a more explicit and up-to-date 
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explanation of the law as it affects banks and their customers. This 
has been done with regard for economy of space and facile under- 
standing. The latter feature is also assisted by the clear-cut sum- 
maries preceding each chapter, the numbering of paragraphs, and the 
exhaustive index, which occupies twenty-two of the book’s 197 pages. 
All these devices combine to make the work valuable to both bankers 
and customers. 


INVESTMENT TRUST ORGANIZATION AND MANAGEMENT. By L. R. Rosinson, 
(Ronald Press Co. New York. $7.50.) 

Dr. RoBINsON wrote the first edition of this book in 1926, when 
there were no more than about twenty-five American investment 
trusts, properly so-called, possessing a capital of about £30,000,000. 
He has now issued a revised edition when the total amount of capital 
has grown to well over £200,000,000. 

These figures indicate the popularity of the movement in the 
United States during the intervening four years; and there are signs 
that the rate of progress is at least likely to be maintained. Largely, 
of course, this is the outcome of the fact that America has become an 
important foreign lender, but also it is due to her belated recognition 
of the manifold advantages attaching to a form of business organiza- 
tion which has long held sway in this country—in particular its value 
as a vehicle for the savings of small-scale investors. 

On account of the extraordinary development registered by the 
American movement, Dr. Robinson has thought it advisable not 
merely to recast, but also in large measure to re-plan and re-write 
his matter. In doing this he has naturally given much less space to 
details concerning foreign types of investment trusts, and has also 
sought to give practical usefulness to his work by dealing somewhat 
exhaustively with the practical problems encountered in his country. 
But he has not been unmindful of the lessons of history, nor has he 
omitted to discuss the canons of sound investment policy. The result 
is to afford a thoroughgoing composite study of, and, indeed, a work 
of reference on the subject which surpasses in importance any other 
American work on this subject. 


FouRTEEN YEARS OF EUROPEAN INVESTMENTS, 1914-1928. By S. STERN. 
(Bankers’ Publishing Co.) 

Tuts book has been produced by the vice-president of the 
Equitable Trust Company of New York, with the object of investigating 
the relative results achieved by an investment of $375,000 spread in 
equal proportions over thirteen European countries and the U.S. 
and Canada, and a similar investment made in the U.S. alone, in 
securities identical in character. Various important conclusions are 
reached as a result of a detailed survey involving the expenditure of 
an extraordinary amount of energy. Of these the following are the 
most important : 

(t) The principle of geographical distribution of investment is 
vindicated. 

G2 
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(2) Owing naturally to the abnormal period covered by the 
survey, capital appreciation would have been much greater in U.S. 
than in the fifteen countries combined; but if the period is extended 
to the first part of 1929—before the autumn collapse on Wall Street— 
owing to the more settled conditions prevailing in Europe the disparity 
would not have been so great; and the events of October and 
November, 1929, would have greatly lowered the advantage previously 
accruing from investment in U.S. alone. 

(3) Compared with an annual average income during the period 
of 38 per cent. for U.S. alone, the annual average income for the 
fifteen countries would have been 4-23 per cent. 

These results suggest that foreign investment during an unexampled 
period of difficulty was, nevertheless, justified; and the author is 
therefore free to argue that in view of the expectation of relatively 
stable conditions in the future, American nationals will be well advised 
to emulate the example set by England of basing their investment 
policy on the principle of geographical distribution. Such an investi- 
gation as this, which to all intents and purposes has been conducted 
with great impartiality, has great value; for it is inevitable, from the 
point of view of the world’s economy, that sooner or later America 
must become a creditor nation. To cite one reason alone, it is by foreign 
lending on a sufficiently extensive scale that the process of re-distribu- 
tion of American gold holdings in excess of legal requirements can be 


realized. 


JOURNAL OF THE INDIAN INSTITUTE OF BANKERS. January, 1930, Vol. I, No. 1. 


PROJECTED in 1926, an Institute of Bankers for India came into 
being in April 1928, with Sir Norcot Warren as first president. He in 
turn has been succeeded by Sir Norman Murray, and he again by the 
president now in office—Sir Osborne A. Smith. 

The English Institute of Bankers has been taken as a model on 
which to base a constitution and policy, and besides regular meetings 
and lectures a scheme of examinations has been arranged. In 
addition, in September 1929 it was decided to begin the publication 
of a quarterly journal. The first issue of this, containing 90 pages, 
has now appeared. Additional to the presidential speech to the 
Institute of Sir Osborne Smith and a sketch of the career of Sir Norcot 
Warren, there are articles by such authorities as Sir Basil Blackett, 
Professors H. S. Jevons, and M. L. Tannan. The article by Sir Basil 
Blackett, dealing with ‘‘ The Acceptance Credit and its application to 
trade in India,” is worthy of close attention by Indian bankers and 
traders since the Hundi bills and promissory notes have at best a 
restricted market; while by contrast India already uses sterling 
acceptance credits. Other articles deal with an incident in the history 
of the Bank of Bombay, the rights of women in Joint Hindu families, 
and recent legal decisions. Lastly, the results of the 1929 examinations 
are tabulated, and a list given of members of the Institute’s Council, 
and associate and ordinary members, 
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LETTER 


DIRECTORS 
AND OFFICIALS Sal 


The Institute of Bankers recently debated 
“ Mechanisation in the Banks.” The discussion 
was epitomised by one speaker when he said 
“ Den-pushing is finished.” 


Mechanisation is making rapid headway in every 
bank. Results show that it has “’ thoroughly and 
completely justified itself.” 


But no one machine can do all jobs with 
maximum efficiency. A great orchestra has many 
instruments. A great bank needs a specifically 
designed machine for each of its complex 
functions. 


British Banking can reap the greatest benefits of 
mechanisation by choosing the speediest machine 
for each book-keeping operation. There is a 
Burroughs model for each accounting job in 
every bank with or without typewritten 
description, as desired. 


We are all prone to think that what applies to 
the other man does not apply to us—” Our 
case is so different.’’ But the time has now 
come for every bank to adopt the fastest, safest 
and simplest machine for each stage in account- 
ing routine. 


ADDING MACHINE LTD 
Chesham House, ™ cee ret ESTO lings) YZ) 
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Bank Meeting 
MERCANTILE BANK 










OF INDIA 


MR, J. M. RYRIE ON THE OUTLOOK 


HE annual general meeting of the 

I Mercantile Bank of India, Ltd., was 

held on March 25 at Winchester 
House, E.C. 

Mr. J. M. Ryrie (the chairman), describing 
1929 as a disappointing year for this country, 
said that the effects of the American Stock 
Exchange ‘‘ boom’ had been widespread, 
bringing about high rates for money, a large 
efflux of gold, and fluctuations in rates of 
exchange, all of which had been to the dis- 
advantage of trade, while, above all, the 
serious fall in the price of almost every 
commodity had created a want of confidence. 
In our staple industries generally there had 
been no real improvement except in the case 
of coal; conditions in cotton had deteriorated 
further, and shipping, which was always a 
good barometer of trade, had had a bad 
year. 

The accounts presented showed a net 
profit for the year of £257,458, or £7,258 more 
than in 1928, and this was after providing 
a substantial sum out of profits to cover the 
depreciation in their Indian Government 
securities, which had been written down to 
market values on 31st December last. The 
directors had made the same allocations as 
in the previous year, and they recommended 
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A Speciality 


a final dividend of 8 per cent., less tax, on 
each class of shares, carrying forward £166,505, 

Referring to the outlook for the current 
year, the chairman said that, in regard to 
industry in this country, it was more par- 
ticularly the fear of additions to the already 
heavy burden of taxation that was creating 
a want of confidence. It was true we had 
cheap money at present, but as this was 
largely due to depression in trade, while a 
high Bank rate and industria) activity 
usually went together, he found it difficult 
to believe that cheap money alone was going 
to bring about an improvement in trade as so 
many people had predicted. The trade of 
India would also require to adjust itself to 
the present comparatively low level of prices, 
but, given another good monsoon, no labour 
troubles, and some improvement in the 
political situation, of which he did not 
despair, provided the Government did not 
allow the Independence Party to go too far, he 
would not expect to see any falling off in trade, 
and, indeed, he thought the decline in prces 
would bring about confidence in the position, 
as the present prices of cotton, jute and tea 
would seem to form a safe basis for operations. 

The report and accounts were unanimously 
adopted. 
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COLOMBIAN SUPPLEMENT 


Financial Development of 
Colombia 


(Compiled by the Ministry of Finance) 







can be considered as faithfully reflecting its economic 
situation, then the Republic of Colombia, especially 
from I9g2I onwards, has made exceptional progress, as 
may be seen from the following figures, indicating the 
ordinary income of the Nation and of the Departments. 





|: the conditions of the fiscal finances of a country 












ORDINARY NATIONAL INCOME 









$ 
Ig2I .. * wh b -. 19,022,245-63 
1922 .. os i ni .. 21,876,558-53 
1923 .. “ ios ae -» 33,535,164.88 
1924 .. ste a és -» 33,470,338 -13 
1925 .. “a wv a .. 46,274,840.37 
1926 .. ws ee - -- 55,648,914-20 





19027 .. se os ine .. 63,267,488 .67 
1928 .. pri aa io -+ 75,514,380-52 










INCOME 





ORDINARY DEPARTMENTAL 









$ 
I9g2I .. ws os - -- 12,387,410-93 
7903 .. on ia és -- 13,907,460.98 
1923 .. oa is va -. 14,846,892.88 
1924 .. a av én .. 16,968,704 .24 
1925 .. éa a aa -» 19,975,123-61 
1926 .. ae a aes .. 29,632,166.27 






This progressive increase in revenue is due to greater 
national production, increase of internal traffic owing to 
better means of communication, development of inter- 
national trade, greater amount of currency circulating, 
constant growth of banking credit, and the putting into 
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practice of the new systems adopted by the Nation for the 
collection and handling of public monies. 

This progressive economic owth has determined 
also a proportional increase in the annual estimates, 
which are made up automatically ., calculating on the 
basis of the average income of the three previous 
financial years, and thus, from 1921 to 1928, the estimated 
expenditure increased in the proportion indicated in the 
following table : 


TABLE I.—EsTIMATE OF INCOME AND APPROPRIATIONS FOR NATIONAL 


EXPENDITURE IN THE BUDGETS OF 1925 TO 1930 (Figures in 
millions of pesos). 


Estimated Expenditure. 


Estimate 
Years. of 
Income. For Public | For other 
Works. purposes. 


Total. 





36°3 | Io°I 30°3 40°4 
1926 43°4 12°9 30°4 43°3* 
1927 44°9 15°4 29°5 45°of 
1928 61°2 17°8 43°4 61-2 
1929 es 70°0 I5‘I 54°8 69-9f 
1939 ee 62-1 10°6 43°4 54°0§ 





* The deficit between estimated expenditure and estimated 
income should have been met out of funds derived from a foreign 
loan, in accordance with the authorization given to the Government, 
in Art. 4 of Law 12 of 1925. As this loan was not secured during 
this year, this deficit was covered from the extraordinary income of 
the year. 

+ The surplus of estimated income over estimated expenses is due 
to the fact that in 1926 the Fare or Passage Tax was abolished. 

¢ The difference between the estimate of income and expenditure 
was caused by errors in the liquidation of the expenditure of some of 
the Ministries, which were corrected on the Law of Appropriations. 
being liquidated. 

§ The difference of $8,077,224-91 between the estimated income 
and expenditure is earmarked for the amortization of the deficit on 
the 1929 and 1930 Budgets. 


Apart from the progress made in the directions above 
mentioned, the Colombian nation possesses very great 
and valuable natural resources of all kinds, such as 
the deposits of carbohydrates, which are just commencing 
to be exploited, the emerald mines, and fertile lands. 
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appropriate for the cultivation of innumerable products, 
all of which assure the country of a very brilliant future. 

The Colombian oilfields possess distinct potentialities 
and, as may be seen from a separate article on the subject 
by Sr. Anibal Cardoso Gaitan, one company is already 
exploiting the oil on a fairly large scale. The Government, 
aided by English, American, Mexican, Roumanian and 
Colombian oil experts, has formulated a projected law, 
which, while first considering the sovereign rights of the 
nation, has, in the second place, assured to foreign 
capitalists equitable and fair treatment. This projected 
law has been submitted to Congress for consideration. 

Colombian resources of gold, silver, platinum, coal, 
iron precious stones, and especially emeralds, have also 
been dealt with elsewhere and need not be elaborated 
upon here. The same applies to agriculture, which 
includes the production of coffee, sugar-cane, cocoa, 
bananas, vegetables and tropical fruits. 

It is necessary to recognize that from 1927 to date, 
the economic situation has not been as bright as in 
the preceding years. This, in part, is due to the extensive 
programme of the nation with regard to the greater 
development of its public works, such as the network of 
railways and roads, to which special attention has been 
dedicated. These public works drew away agricultural 
labour from its proper environment, thus affecting 
national production; but with the termination of some, 
and the suspension of others, this labour has gradually 
filtered back to its agricultural pursuits, and this industry 
should now be restored to its previous normal condition 
of steady and progressive development. 

The international financial unsettlement of 1929 
has at the moment made it impossible to secure long-term 
capital for the continuation of public works initiated 
with loans previously secured on these terms, and so 
the State has had to bear the brunt of the ensuing fiscal 
crisis. This crisis has, naturally, had repercussions on 
other sections of national economic life, but in the 
midst of all the evil it has wrought one consolation 
emerges—in that the Republic is learning that it must 
accustom itself to living on its own resources. Further- 
more, the suspension of public works means that our 
national industries will again be able to count on national 
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labour in sufficient quantity to permit of their prospering, 
while the means of communication already constructed 
will make the development of these industries much 


easier. 


FINANCIAL POLICY OF THE GOVERNMENT 


The crisis mentioned above meant that last year 
there was a final budget deficit of 17,000,000 pesos. 
The Government, assisted by a Patriotic Council com- 
prising people of prestige of all political colours, resolutely 
proceeded to revise the previous Budget on a conservative 
basis and in the light of all the facts at their command. 
As a result of this survey, the conclusion was arrived at 
that the ordinary expenses, for which approximately 
$84,000,000 had been appropriated in the previous 
year, should be reduced to $53,983,654-78 for the current 
year; that the estimate of income should be reduced for 
this same period to $62,060,879-69; and that the 
difference of $8,077,224-91 between estimated income 
and expenditure should be dedicated to the amortization 
of the deficits on the present and forthcoming Budgets. 
It is also understood that actual and potential economies 
will reduce the initial deficit to a little less than half, 
so that, with the sum appropriated in the Budget for 
this same purpose, it is not too optimistic to hope that 
it will be totally wiped off. 

The following table is a synthesis of the liquidation of 
the Budget for the present year : 


TABLE II.—EstTIMATE OF NATIONAL INCOME AND EXPENDITURE FOR 
THE YEAR 1930 (in millions of pesos). 


NATIONAL PROPERTIES. INCOME. 
Salt (land) sid ia ‘a at . 
Salt (sea) 

Other properties 


TAXES. 
Customs Dues and Fines 
Consular Fees 
Consumption . . 
Income Tax .. 
Stamped Paper 
Other Taxes . 
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NATIONAL SERVICES. 







Railways as nh ee a“ -« S69 
Post and Telegraphs. . as ve i oa 
Other Services *2 












MISCELLANEOUS 
ADDITIONAL INCOME. 
Participation in the Petroleum exploitation 
National Defence Fund 
Other Income 
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N00 
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Total .. “on “s o 62°1 
ORDINARY EXPENDITURE. EXPENDITURE. 
Ministry of Government .. o “s -- 85 
Ministry of Foreign Affairs , - - “9 
Ministry of Finance and Public Credit III 
Ministry of War 5:0 
Ministry of Industries ee I+2 
Ministry of National Education 4:0 
Ministry of Posts and eaiaaeeely 5°5 
Ministry of Public Works .. II°6 
Comptroller’s Department . 6 
Supply Department .. 3 
oni 48°7 
EXTRAORDINARY EXPENDITURE. 
Ministry of Finance and Public Credit 2°9 
Ministry of Public Works .. 2°4 
— S°S 
8-1 





Amortization of Deficit 





WW 





Total Expenditure 








In this year’s Budget, the sum of $11,598,000 has 
been earmarked for public works, with the intention 
that, if it is possible to obtain extraordinary revenue, 
this shall be invested, with discretion, in terminating 
two or three works of national importance, in accordance 
with technical considerations recommended by the 
National Council of Means of Communication, and 
without letting the fate of the country.depend on the 
securing of capital from abroad. 
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Banking and Insurance in 


Colombia 
By Sr. Dn. Gonzalo Cordoba 


(Superintendent of Banks) 


to organize its finances on a sound basis, and with 
this end in view it contracted for the services of a 
mission of experts, presided over by Professor Edwin 
Walter Kemmerer. This mission carried out its work 
in a very satisfactory manner indeed, and the beneficial 
results of its labours have been unanimously appreciated. 

As regards banking, the reforms proposed were 
embodied in Law No. 25 of 1923, dealing with the Banco 
de la Republica, and Law No. 45 of the same year, 
treating of banking establishments in general. 

The Banco de la Republica was organized in July 
1923, and from the first it was able to assist the country 
materially, contributing very efficaciously in allaying the 
alarm and state of uneasiness produced, owing to one 
of the banks then in existence having suspended pay- 
ment. From the time it was founded, the bank has been 
a valuable asset to the national economic life, and has 
complied with its principal duties in the best possible 
way, maintaining healthy monetary conditions and 
stabilizing foreign exchange. 

The capital of the bank is comprised in shares of 
various denominations: Class A, held by the National 
Government; Class B, by the national banks; Class C, 
by foreign banks; and Class D, by the public. 

Within its present organization, this is the only 
institution which enjoys the privilege of issuing paper 
currency convertible into gold on presentation. It is 
also authorized to carry out loan and discount operations 
with its affiliated banks and the general public, as well 
as to buy and sell drafts on foreign countries and on the 
different markets within the country. It is also the 
depository of public funds, and acts as the fiscal agent 
of the Government for the services of both the Internal 
and External Debts. 


T the year 1923 the Colombian Government resolved 
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In conformity with the organic law, it must maintain 
offices in Bogota and in each department capital. As 
well as these offices, it has established agencies and 
branches in other important towns in the country, and 
has to-day seventeen dependencies, apart from the 
central office. 

The following figures will give an idea of the develop- 
ment of the institution since its foundation :— 





Dec. 31, Dec. 31, 
1923. 1929. 
$ $ 
Gold on hand .. és F ee .. 1,926,000 22,371,000 
Gold abroad .. vn ‘“ we »» 5,532,000 15,377,000 
Loans and Discounts .. .. 1,907,000 18,134,000 
Loans and Discounts to official bodies ba 550,000 I,500,000 
Currency in circulation i ae .. 4,718,000 39,102,000 
Deposits . . wn ae ae .. 2,846,000 6,917,000 
Capital and Reserves ae 4 ca -» 5,750,000 13,445,000 
Legal Reserve .. as es oe i go-19 67-30 
per cent. per cent. 
Total Reserve .. én e- + - 98-60 83°89 
per cent. per cent. 





The law regulating banking establishments is the 
necessary complement to the law which created the 
Banco de la Republica. To enable the Banco de la 
Republica, as the issuing bank, to carry out its obliga- 
tions and assist its affiliates and the public, it was neces- 
sary that practical regulations should be drawn up, 
governing all banking business, and that these regulations 
should be of such a nature as to give the bank powers to 
exercise vigilant supervision and an effective control over 
all establishments of credit. In order to fill the void, 
a Superintendency of Banks was created, a body which 
was to see that the existing laws on the subject were 
complied with, and to form a permanent service of 
inspection of the business of all the banks established in 
the country, so that the interests of both depositors and 
shareholders should be sufficiently protected. 

In order to carry out its mission, the Superintendency 
of Banks has not been sparing in its efforts to bring about 
a uniform system of accounting and banking practices, 
by which assets should show the necessary healthy 
conditions of liquidity, and the capital of the banks be 
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at a proportionately prudent level, relative to the total 
of their liabilities. 


As a consequence of the new regulations, it was 
necessary that some banks which were unable to mould 
themselves to the system should go into liquidation, 
and that others should come into line and adapt their 
organizations to the new requirements. 


Thus, banking in Colombia is built on solid founda- 
tions, a fact which has contributed greatly to the 
increasing development of all business undertakings, due 
to the confidence the system inspires both within and 
without the country. 


There are in existence at the moment in Colombia 
16 national banks and 6 foreign banks, with branches 
and agencies in the most important commercial centres, 
the total number of offices being 113. Nearly all the 
banks are shareholders of the Banco de la Republica. 
The two exceptions are the Banco Hipotecario de Bogota 
and Banco-Agricola Hipotecario, which conduct a purely 
mortgage loan business, and are not permitted by law 
to hold shares. The establishments that are share- 
holders of the issuing bank enjoy a few prerogatives 
over those that are not, principally with regard to the 
reserves they must have on hand to attend to their 
obligations. 


The following statement shows the situation of the 
banks on December 31, 1929 :-— 


ASSETS 


$ 
Cash . ie = aad 7,019,000 
Deposits i in the Banco de la Republica - oe es 4,487,000 
Deposits in other banks... és e - 1,788,000 
Foreign Correspondents... os - - 9,137,000 
Loans and Commercial Discounts . ‘s ws .. 105,831,000 
Loans on gradual amortization .. oe - .. 84,550,000 
Investments of savings ae 9,068,000 
Shares in the Banco de la Republica and other stock .. 9,409,000 
Buildings and other oa a o - wa 4,951,000 
Furniture ‘a ay et cis a II5,000 
Other Assets .. = sia ae oe i .. 13,888,000 


250,243,000 
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LIABILITIES 













Payable at sight and within 30 — $ 
In currency ‘ - oe -» 32,817,000 
In other specie .. és - as we “ 7,963,000 
Foreign Correspondents .. a aid th i 4,657,000 
Savings Deposits .. ni ie xi me oe 9,481,000 

Payable after 30 — 
In currency ; re oe ba Se ..  26,60r,000 
In other specie .. os 3,401,000 
Loans and Discounts in the Banco de la Republica .. 18,036,000 
Foreign Correspondents, more than 30 we som .. 19,580,000 
Mortgage Bonds issued .. ei -» 77,712,000 
Other Liabilities .. as - os “i i 3,454,000 
Capital and Reserves... “a “sy é“< .. 52,899,000 
Profits ed a i ne .< ‘ie 3,642,000 








250,243,000 





Law No. 68 of 1924 created the Banco Agricola 
Hipotecario (Agricultural Mortgage Loan Bank), an 
establishment which has as its object the stimulation 
of the development of agriculture and cattle-breeding, 
by advancing long-term loans for these industries 
to be liquidated by quarterly payments. This bank is 
rendering important services to agriculturists and cattle- 
breeders, more especially to coffee-producers, coffee being, 
as is known, one of our principal exports. By a law 
promulgated subsequently to its foundation, the bank 
was authorized to grant loans for the purpose of urban 
building, so as to try to bring down rents, which had 
become very high, owing to the scarcity of houses. 

The Banco Agricola Hipotecario has a capital and 
reserves of $5,091,350, and its loans outstanding to-day 
are $25,938,049. 

The Superintendency of Banks is also entrusted with 
the supervision and control of the national and foreign 
insurance companies in Colombia. 

There are in existence at present in the country, 28 
national and foreign insurance companies, of which 5 
are national and the remainder foreign. These com- 
panies do business in life, transport, fire, accident and 
motor-car insurances. Up to date, no company has 
initiated fidelity bond business or any business of a 
similar nature. 

At the suggestion of the Superintendency, the 
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insurance companies have given special attention to the 
formation of reserves, in order to provide for risks which 
were previously of very little account, but which to-day, 
due to the increase in business, have become of extra- 
ordinarily great importance. 

The following figures show the volume of insurance 
business transacted during the year 1928 :— 





Risks Accidents Total 
(Policies). Premiums. (Claims). Payments. 

$ $ $ $ 
Life .. ia -- 56,384,259 2,260,767 440,028 788,189 
Fire .. ‘a .- 250,129,320 1,037,444 172,495 215,653 
Transport .. .. 137,786,980 965,615 534,123 563,440 
Miscellaneous jis 3,573,486 82,367 39,144 42,479 


All establishments under the control of the Super- 
intendency of Banks are obliged by law to deposit with 
the said body securities, in order to guarantee their 
faithful compliance with the obligations the law imposes 
on them. The value of these deposits varies according 
to the importance of the business of each establishment. 
To date, the securities deposited are valued at $3,226,086. 


International Commerce of 
Colombia 


By Luis Maria Algarra 


(Chief of the Statistical Department of Commerce of the 
Ministry of Industry) 


EAR after year, the Republic of Colombia develops 

y its industrial production and its international 

commerce in a remarkable manner, the decisive 

factors in this expansion being the influx of foreign 

capital, seeking returns on investments made in the 

country, in the shape of exploitation of new industries, 

and the opening up of means of communication which 
facilitate commercial interchange. 

Colombia is the greatest emerald producing country 

in the world, it is also the principal country in the supply 
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of platinum, and chief amongst those producing coffee 
of the ‘“‘ smooth ”’ or fine variety. This country is also 
the greatest gold-bearing country in Latin-America. It 
is the second petroleum producing country, and is the 
country which possesses the most efficiently organized 
air services. It occupies second place amongst the 
banana-producing countries. By the extent of its terri- 
tory (462,024 square miles) and the number of its in- 
habitants (8,000,000) it occupies third place amongst 
South American countries. 


EXPORTS 


According to the latest statistics published by the 
Government of Colombia, it can be seen that the value 
of exports for the year was $133,768,814, which is divided 
up as follows :— 


$ 
Cattle, sheep, horses, etc. .. a acs = 46,546 
Hides, feathers, pearls, dessicated insects, etc. .. -» 4,954,964 
Coffee (more than 2,000,000 bags) .. sa jc .. 88,171,166 
Bananas (200,000 tons per year) .. si on .. 8,635,854 
Petroleum (20 million barrels) be wi oe .. 25,808,928 
Vegetable Products .. oa aa e wa ae 788,938 
Platinum ius nia a id oe - «+ 3,352,626 
Gold .. i as ‘i oe ae - -- 1,104,299 
Other Mineral Products - - ws - - 163,405 
Manufactured Products - - “a - as 216,664 
Re-export of Manufactured Products ae - oe 439,490 
Miscellaneous (Articles of Propaganda, etc.) - o* 85,883 


Colombia exports to United States of America, Great 
Britain, Germany, France and to the South American 
Republics of Venezuela, Peru and Ecuador. 


IMPORTS 


The Colombian Republic is obliged to import a great 
number of manufactured articles, which are considered 
as being of prime necessity, principally from the United 
States, Great Britain, Germany, France, Belgium, Italy 
and certain South American Republics. 

The industries of Colombia are comparatively few. 

The most recently published Government statistics, 
show the value of imports in the year to be $125,765,863. 
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The principal articles imported will be found in the 
following list :— 


$ 

Cloth, cotton goods, etc. .. -- 38,398,653 
Ironmongery, hardware, accessories, jewellery, etc. -» 14,569,359 
Materials for motor-cars, railways, cars, etc. bu .. 12,816,431 
Food products and condiments (generally i in tins) .. 12,244,622 
Agricultural implements, mining and other industrial tools II,II5,945 
Crystal and glassware, crockery, porcelain, etc. .. -» 4,051,252 
Drugs, medicines, chemical products, etc. - -» 4,962,698 
Paper, cardboard, books, stationery, etc. .. ii -- 3,811,798 
Skins, and articles made therefrom es +“ -- 2,794,556 
Articles for arts, trades and professions, etc. a -+ 2,522,590 
Electrical apparatus and accessories - -. 2,018,360 
Other articles, such as musical instruments, "woods, 


fuels, etc. etc. .. a a -» 16,459,599 


Comparing the value of mite ($133,768,814) with 
that of imports ($125,765,863) it will be seen that the 
balance of trade in favour of the Republic of Colombia 
is $8,002,951. 


Mineral Wealth of Colombia 
By Sr. Don Anibal Cardoso Gaitan 


(Lawyer and Chief of the Department of Mines and Petroleum) 


HE principal mineral wealth of Colombia consists 
of precious metals: gold and platinum, emeralds, 
and fuels : coal and petroleum. 


GOLD 


Colombia is the principal gold-bearing country in 
South America. The metal is found in various parts of 
the country, but principally in the Departments of 
Antioquia and Caldas, as it is on these Departments’ 
territories that it is found in quantities sufficient to 
permit of its being worked on a commercial basis. The 
annual production is valued at approximately 6,000,000 
dollars, but it is calculated that only about the one- 
hundredth part of the gold-bearing territories have been 
worked, and the greater part of the metal is produced 
by the very primitive method of washing it in pans. 
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There are many million tons of low-grade gold- 
bearing ore in the country, which only await exploitation. 
Hundreds of the mines, which are giving very satisfactory 
results, are worked by foreign companies and by small 
national companies, as is the case with the famous 
Zancudo Mine. During the last few years, foreign 
companies have been paying special attention to the 
exploitation of gold in alluvial deposits, especially in 
the Department of Antioquia and in the Intendencia 
of Chocé, and, on a smaller scale, in the Departments of 
Tolima, Bolivar, Caldas y Valle. Auriferous deposits 
are found practically all over these Departments. 


SILVER 


Silver is found in abundance, although in smaller 
quantities than the gold. Nearly all the Antioquia and 
Caldas Mines produce both metals in variable propor- 
tions. The mines of Santa Ana, La Manta, El Cristo 
and San Juan, in Tolima, are national property. 


PLATINUM 


Colombia is the principal platinum-producing country 
in the world. For many years platinum was extracted 
together with gold, but it was thrown away and wasted 
as it was thought to be valueless. At the moment, the 
two most important regions in this industry are the 
River Patiay and its tributaries to the South, and the 
headwaters of the Rivers Atrato and San Juan. Plati- 
num is always found together with gold. The centre 
of greatest production is the River Condoto, but there 
are also other fluvial arteries where work of importance 
is being carried out, such as the Rivers Opogod6, Quito, 
Ir6, Urindé and Andageudas. 


PETROLEUM 


The total petroleum-bearing area of the country is 
calculated to be more than 300,000 square kilometres. 
Promising ground has been found up to date in the 
Departments of Santander del Norte, Boyaca, Bolivar, 
Antioquia, Atlantico, Cauca, Tolima, Huila, and the 
Plains of the East. Production is still in its infancy. 
The Tropical Oil Company, which at present is the only 
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company exploiting petroleum, commenced really active 
operations during the year 1919. The Company, accord- 
ing to its contract with the Government, is obliged to 
pay a royalty to the Government of Io per cent. on the 
gross production of the wells. The concession, which 
consists of 512,000 hectares, is situated in the Depart- 
ment of Santander, from the River Sogamoso in the 
North, to Carare in the South, and has a frontage of 30 
miles on the River Magdalena, extending 60 miles in- 
wards towards the interior. From 1921 production has 
increased quickly, as can be seen by the following table :— 


PRODUCTION OF CRUDE PETROLEUM IN COLOMBIA 


Ig2I .. ws - on Pe 66,750 barrels. 
1922 .. ee oe oe ae 322,786 “ 
1923 .. ie a 7 7 424,875 
1924 .. we oe os re 444,744 - 
1925 .. iia me a -- 1,006,708 ii 
1926 .. eé ‘a ca -- 6,443,587 ss 
1927 .. es es oe -- 15,014,474 = 
1928 .. oe oe oe .. 19,896,797 a 
1929 .. “e os - -- 20,000,000 o 





Total 





64,620,721 


A double pipe-line, 60 miles long, has been erected 
by the Andian National Corporation, a Canadian organi- 
zation, from Barrancabermeja, on the River Magdalena, 
to Mamonal, 10 miles across from the Bay of Cartagena. 
The construction of the first pipe-line commenced on 
the 4th April 1925, and the last joint was connected on 
the 6th April 1926. With its 8 pumping stations work- 
ing, the pipe-line began to carry 30,000 barrels of crude 
oil per day of 24 hours, which is the capacity of the 10” 
pipe-lines. When the second line was built, the carrying 
capacity was increased to 50,000 barrels per day. The 
present potential production of the Tropical Oil Company 
is nearly three times the capacity of the pipe-line. At 
the terminal station, 11 tanks of 80,000 barrel capacity 
each were constructed, so that there is thus a total 
storage capacity for nearly a million barrels. On the 
properties of the Company, systems of communication 
have been organized, comprising approximately 20 miles 
of railway, and more than 60 miles of motor-roads. 

The pipe-line is a common carrier, and the normal 
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tariff for a barrel of 42 gallons is 40 cents per 100 Kms., 
45 cts. per 100 to 200 Kms. and 50 cts. for each addi- 
tional section for the same quantity. The Company 
is obliged to transport petroleum belonging to any 
body or person, without any alteration in its ordinary 
tariffs, in accordance with the regulations established 
by the Government concerning equality of rights. The 
rate for the connecting-lines is 30 cts. per barrel. The 
concession is for 50 years, and the pipe-line stretches 
from Barranca, along the length of the left bank of the 
River Magdalena, to San Agustin, where it crosses the 
River, reverting to its old route at Barrancanueva, from 
which point, up to Cartagena, it crosses various other 
rivers in a distance of 44 miles. The service of tank- 
steamers starts at Magdalena. 

A system of distribution of petroleum exists in the 
country. Tanks have been constructed in various cities, 
including Manizales, Girardot, Medellin and Bogota, 
and other deposit stations exist along the River Mag- 
dalena, at Barranquilla, Calamar, Yati, San Bernardino, 
Puerto Berrio, and La Dorada. This service provides 
Colombia with adequate means of supplying its domestic 
requirements, and will be of extreme value in that it will 
initiate an era of greater prosperity and progress in the 
country. Many of the railways burn petroleum to-day, 
and it has been adopted as a fuel also by practically all 
the boats navigating on the River Magdalena. The 
roads are also being increasingly used, and thousands of 
motor vehicles imported from the United States are 
driven along them. 


PETROLEUM LEGISLATION 


During the last few years the Government has been 
constantly proposing to Congress special legislation on 
petroleum, so that the industry may be now considered 
as possessing all the necessary regulations. During 1929, 
the Ministry of Industries arranged that foreign technical 
experts—one Mexican, one English, one North American 
and one Roumanian—should create the basis of the 
proposed law on carbohydrates, formulating schemes 
and expressing opinions, which were later complemented 
by Colombian technical experts and business men acting 
as special consultants. This project of law was passed 
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to the Legislative Chambers, and was approved by the 
Senate, but yet remains to be approved by the Chamber 
of Representatives. 

Herewith is a resumé of its general trend :— 

Exploration, exploitation, refining and transporta- 
tion are of public utility, and therefore the necessary 
expropriations for working and developing the industry 
should be decreed by the competent authority on the 
petition of legitimately interested parties. The Nation 
claims the right of possession over petroleum existing 
under the sea in territorial waters, navigable rivers, 
lakes, or marshes; uncultivated lands, lands _ which, 
having been allotted, have become or shall again become 
the property of the State; and lands which have been 
allotted after the 28th October 1873. In Article 4, the 
law declares that the rights of individuals over petro- 
leum on private property will be recognized and respected 
as is established in the Constitution, and that the State 
will not intervene in any form which may impair these 
rights. The companies operating in Colombia in any 
of the branches of the industry are under the obligation 
of submitting to the Government any details relating 
to the industry which may be solicited from them, of no 
matter what nature. At least 20 per cent. of the shares 
must be controlled by Colombians. The companies 
must employ at least Io per cent. of Colombian em- 
ployees, a proportion which shall increase to 25 per cent. 
three years after the perfecting of the contract. The 
Government can further insist on the ratio being raised 
to 50 per cent. Tribunals are established to adjust 
technical differences; contracts are governed by the 
Colombian laws, as much for the matter of which they 
treat as for the place where they are entered into; and 
legal disputes between the Government and the con- 
tractors shall be decided solely and definitely in one 
instance by the Supreme Court of Justice. Foreign 
firms who desire to establish themselves in Colombia, 
shall establish a branch in accordance with Article 470 
of the Commercial Code and the codicils of the said 
Article, that is to say, they shall be under the jurisdic- 
tion of Colombian laws. Every contractor shall have to 
store the petroleum corresponding to the Government 
for royalties, free of charge, for a period not exceeding 
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one month, after which he shall charge one cent per 
month per barrel. 

The minimum guarantee deposit for exploration or 
exploitation rights shall be 100,000 pesos, computed at 
the rate of 5 pesos per hectare, a sum which shall be 
deposited in the Banco de la Republica in money or in 
public credit scrip, but the interest on the said deposit 
shall belong to the concessionaires. In the case of pipe- 
lines or refineries, the deposit shall be 100 pesos per 
kilometre, or 10 pesos per barrel, according to the pro- 
ductive capacity of the installation. 

Anyone is at liberty to prospect on the surface, but 
it shall be necessary for the prospector to present to the 
Government a copy of any survey he may make, it 
being understood that this does not give him any rights, 
or expectations of rights, other than the preference 
given to the first proposer. 

The minimum area of a concession shall be 5,000 
hectares and the maximum 50,000, a figure which may 
be increased to 100,000, by means of one single transfer 
of the territory in the hands of another concessionaire. 
The Government reserves the right to accept or reject 
any transfer. In no circumstances shall transfers be 
permitted to a foreign Government. 

Every contractor shall be able to return to the 
Government up to one half of his concession, in lots of 
not less than 5,000 hectares. The exploration and 
exploitation rights shall be embodied in one single 
contract, and the duration of this shall be 30 years, 
which may be extended for a further 10 years at the 
option of the contractor, but on condition that he sub- 
mits himself to the jurisdiction of any new fiscal or 
legal conditions which may then exist. The period of 
the rights of exploration shall be 6 years at the most. 
In the zones in which it may give concessions, the 
Government reserves the right to concede or disallow 
exploitation rights under territorial waters. 

The surface tax shall be 10 cents per hectare for the 
first two years; after that it shall be on an ascending 
scale until it reaches 50 cts. in the sixth year. When 
two or more contractors exploit adjoining territories, they 
shall establish the unit operation system of exploitation. 
As soon as a proposal is presented regarding ground 
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which is considered to belong to the State, this shall be 
published in the Diario Official, and within a period of 
60 days, individuals who claim to have rights on the 
ground may present their claims, which shall be con- 
sidered and judged in one single, definite instance by 
the General Trade Tribunal of the Supreme Court of 
Justice. When the Ministry of Industries, or that 
Ministry which may deal with matters relating to petro- 
leum, finds on examining individua] claims that in its 
opinion the Nation has a right to the lands in question, 
it shall, through the intermediary of its duly authorized 
representative, ask the Tribunals to recognize its rights 
of ownership, adducing the reason or reasons which may 
exist for claiming such rights, and the Nation shall not 
be obliged to give consideration to plaintiff's claim. 
Judicial functionaries shall be under the obligation of 
expediting these affairs and giving them preference over 
others. 

There are various classes of royalties, according to 
the distance of the properties from the sea. Thus, 10 
per cent., 8 per cent., or 6 per cent., shall be collected 
on crude petroleum, according to whether they are at 
less than 200, less than 500 or more than 500 kilometres 
distance from the sea. On merchantable quality petrol, 
refined by any process, the royalty shall be of 1/30th 
part, or its money equivalent at the rate of 10 cts. per 
American gallon (standard), plus the 1/30th part of any 
increases obtained by the contractor. 

There is also a sliding scale when royalties are de- 
manded at the place of production, and which varies 
between 12} per cent. for 30,000 barrels daily, up to 
29-90 per cent. for 150,000, which latter proportion also 
holds good for production on a larger scale. The Govern- 
ment, however, shall give notice of one year in antici- 
pation as to the decision it may make with regard to 
the manner and the place of collection of the royalty. 

On crude petroleum of private property, there is a 
tax of 8 per cent., 6 per cent., and 4 per cent. respectively 
on the gross production, according to the zone in which 
the property is situate, as defined above. For petrol 
and natural gas the tax shall be 60 per cent. of that fixed 
for those of the Nation. 

The business of transportation or of refining may be 
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carried on freely, but the Government reserves the 
right to refuse permission to establish such businesses 
for reasons of a technical nature with regard to the 
pipe-line, and of public convenience with regard to the 
refineries. Public transport enterprises may not derive 
greater benefits than 15 per cent. of the net profits, and 
if it is private enterprise, these shall not exceed Io per 
cent. The contract for a pipe-line shall have a duration 
of 30 years, which may be extended for I year, and at 
the termination of this period the effects adhering to 
the ground shall become the property of the Nation, 
free of any charge. The tax shall be 5 per cent. of the 
value resulting from the multiplication of the number 
of barrels transported by the tariff of each pipe-line. 
Respecting the refineries, the petroleum destined for 
internal consumption shall have a rebate on royalties of 
50 per cent. The Government is authorized to install 
container factories and sell the production at cost price. 

The State shall be able to sell in whole or part the 
petroleum belonging to it from whatsoever source, so 
long as the price is not lower than the amount paid by 
the exploiter in respect of royalty. 

Proposals which may be pending, made in accordance 
with all the legal demands of previous legislation, shall 
be subject to the requirements of the present law. The 
Government shall be able to ask for guarantee deposits 
up to 5,000 pesos, and be able to decree an escheatment, 
in conformity with the causes for same which the law 
lays down. To declare an escheatment, it shall first 
hear the opinion of an Assessment Committee, which 
the same law brings into being, but the decisions of this 
committee shall not have an obligatory character. The 
State specially reserves the right of property over deposits 
of petroleum which may exist in a zone, twenty miles 
wide, along the whole length of the coasts. No contract 
may be entered into with regard to petroleum from this 
zone. With regard to the petroleum existing in the 
Department of Santander, the Government may enter 
into contracts for its exploitation, but these contracts 
shall require the approval of the President of the Re- 
public after hearing the decisions of the Council of 
Ministers and the Council of State, 
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Public Works of Colombia 


(Being a summary of the Message to Congress by the Minister of Public 
Works of Colombia, Sr. Don Rafael Escallon, in the Ordinary 
Sessions of 1929.) 


N the difficult situation in which the country is at present placed, one 

of the problems which is most to the forefront in the minds of | 

Colombians is that of the Public Works in course of construction at 
the present moment, or those to be undertaken in order to better 
economic conditions and assist in the development of their country. 


For this reason it has seemed convenient to me to make a | 
few brief observations on the subject. 


Influenced by many considerations, of such a complex nature that it | 
would be wearisome to analyse them here, the country embarked on the 
construction of a large number of means of communication, the value | 
of which could not be less than $300,000,000. 


The facility with which certain large loans were raised from 1923 
onwards, and the belief that, far from this facility to raise money abroad 
disappearing, it would on the contrary progressively increase year by 
year, made most Colombians think that the complete scheme of com- 


munications could be developed without the slightest difficulty in a very 
short time, as well as at the same time carrying out other necessary Public 
Works. Thus, inspired by the best of motives and by an ardent 
patriotism, great projects, connected with railways, roads, hydraulic 
installations, public buildings, etc., were planned by Congress and the 
Assemblies through the intermediary of laws, and municipal ordinances. 


All this was done without any account being taken of the general 
economic conditions of the country, and of the extremely important fact 
that money was not the only thing necessary to carry these schemes and 
projects to a happy termination. 


A country which desires to develop its means of communication in a 
really efficient manner must of necessity be assured that not only will 
its productive capacity be maintained intact, but that, on the contrary, 
possibilities exist for increasing production, and in addition it must be 
safeguarded against other disturbances in its national economic life. For 
this reason the building of railways, roads, etc., at the expense of pro- 
ductive capacity, and with the subsequent disequilibrium of the other 
elements of the national economic life is a grave error, the consequences 
of which are fatal and incalculable. 


We must face the situation and frankly admit that Colombia made 
this fatal error, in order to be able to try and correct it immediately. 
Fortunately there is yet time to do so, as the country still possesses the 
necessary vitality and sufficient elements to make these corrective 
measures possible. 








| PUBLIC WORKS OF COLOMBIA.—cont. 
As I remarked, it is not only necessary to have the money at our 


disposal, in order to be able to embark upon, and carry to a happy 
termination, any plan of public works; it is also necessary to have the 
corresponding technical capacity in order to know how to spend this 
| money. This technical capacity implies that, at least, the following 
points have been attended to: 





1. Due care in the preparation of schemes and estimates. 

2. The efficient management and organization of the works. 

3. The existence of “‘ human capital ”’ or labour in the quantities and 
of a quality that will ensure good workmanship. 

4. The organization of rapid and economical systems of transportation 
for carrying materials and other elements to the places where 
the works are being carried out. 


Unhappily, up to the present, we have been sadly deficient on each 
and every one of the points mentioned. 


Desiring to carry out the works projected as soon as possible and to 
satisfy the legitimate aspirations of the various regions of the Republic, 
the works now being carried out were commenced without definite plans 
or precise estimates being drawn up, a procedure which, without doubt, 
has made the work more difficult, has increased costs, and given an 
entirely desultory character to the development of these schemes. 





Although the country to-day possesses a very distinguished body of 
engineers, whose technical capacity is undoubted, and which has caused 
the admiration of eminent foreign engineers, it is still no less a fact that 
very serious defects have been noted in the management and organization 
of those public works carried out by direct administration. ‘his, no 
doubt, was due to the remarkable development of the works at the 
beginning, and to the fact that works on such a large scale were being 
carried out for the first time in the history of the country, with the 
consequent natural complications which a State always has to face when 
it embarks on enterprises of this nature by direct administration. 


It was for no other reason that the Government considered that these 
defects could be obviated, and harmonizing public and private interests 
it entered into contracts with important foreign and national firms of 
recognized integrity and efficiency, for carrying out the most important 
of the works. These firms, at the same time as they procured a legitimate 
and reasonable profit for themselves, assured the State of a satisfactory 
and economical realization of its plans of progress and development. 


In this way the most important works have been carried out on 
contract. These include the opening of the Bocas de Ceniza, the dredging 
and extension of the Canal del Dique, the Buenaventura Mole, the 
canalization of the River Magdalena, the building of the railway bridges 
of Girardot and Saldafia, the construction of the Tolima-Huila-Caqueta 
railway, the dredging of the Bays of Cartagena and Buenaventura, the 
building of the Central del Norte and Carare e Ibagué-Armenia railways, 
and the construction of the roads at Central del Norte, Popay4n-Pasto, 
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PUBLIC WORKS OF COLOMBIA.—cont, 


etc. That some good results have been achieved is undeniable, but there 
are others which have become notoriously disadvantageous to the 
country, and which have given rise to discussions and claims of a very 
disagreeable and contentious nature. With regard to those contracts 
which have been entered into lately, such as the construction of the 
railways of Carare, Central del Norte and Ibagué-Armenia, and of the 
Central del Norte and Popaydn-Pasto roads, it is too early yet to form 
a clear and definite opinion on the matter. The setbacks and difficulties 
which the Government has had in endeavouring to develop certain works 


on contract are, after all, such as present themselves everywhere at the | 
commencement, and are not sufficient reason to reject in the future this | 
system of contracting which has been adopted by the most progressive | 


countries with excellent results. 


The number of workmen necessary in order to develop and carry out 
public works in our country is one of the most important factors to be 
considered. In a large country, sparsely populated, and with few 
means of communication, generally speaking the great majority of the 
Colombian people have lived on our agricultural industry, which industry 
has, in its turn, represented one of the greatest sources of our national 
production and wealth. 


On public works being initiated on a large scale these agriculturists, 
accustomed to hard and constant labour, were attracted by the high 
wages, and without taking into account the greater exigencies of their 
new life, they abandoned their work in the fields and went to form part 
of the already enormous army of workers on public works. In this way 
agricultural production has diminished remarkably, with the consequent 
loss of wealth, and has made the importation of no small quantity of 
provisions and other articles an absolute necessity. At the same time, 
instead of the means of production of the country increasing, they have 
diminished to such an extent that if things had gone on as they were a 
few years back, in four or five years’ time we should certainly have 
finished our network of communications, but there would have been 
little or no goods to be carried over it. 


Analysing the question carefully, taking the size of the country and 
its population into consideration, and acknowledging the necessity of 
nursing and increasing its means of production, it is not good policy to 
have more than 15,000 to 20,000 national workmen engaged on public 
works. If more are needed they should be imported from abroad, as if not 
we should be misusing a capital which we should zealously preserve. It 
is well known to everyone that not having imported foreign labour, in 
past years we have had as many as 50,000 national workmen engaged on 
public works, which naturally could not but produce the grave incon- 
veniences previously referred to. 


In organizing the transport system, in order to be able to carry 
materials and other necessary elements to the places where works were 
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PUBLIC WORKS OF COLOMBIA.—cont, 


being carried out, serious difficulties were encountered and there were 
innumerable setbacks. As an instance of this, it is only necessary to 
mention that in transporting materials for the railway bridge at Girardot, 
enormous sums were spent, and this structure, originally estimated to 
| cost $165,000, ended up by costing more than $300,000, and took over 
two years to complete. The greater part of the materials intended for 
public works had to be carried over the Magdalena River, the naviga- 
tion of which, at the time the works were initiated, was extremey difficult 
and slow due to the notorious deficiency in capacity of the boats in use 
at that period. This situation caused a grave crisis in transportation, 
and freight rates rose to really astounding heights. The river fleet was 
later increased by a number of important units, and now that a crisis of 
a different nature has presented itself, the navigation companies have 
had to tie up their boats and to reduce their rates to ruinously low 


figures. 


So difficult is the situation in this respect that one of the greatest 
preoccupations of the Government at the moment is that of being able 
to organize the official fleet on an economic basis. This fleet consists of 
important units which were ordered when the scarcity of vessels was at 
its height, and they are ready for service precisely at a time when the 
navigation companies can offer cheap and rapid transport, and it would 
now be a difficult task to organize the official fleet in the way it was 
desired, and in such a manner as to be of any great advantage to the 
State. The Cundinamarca Railway has been obliged to put the tug-boat 
it bought for transporting its own cargo to other uses, as it can get such 
cheap freights from private companies that it is not worth while using 
its own boat. 
















The desire to carry out the works with the greatest possible speed 
created the illusion that by using machinery on a large scale excellent 
results would be obtained. Unhappily, the reverse has been the case. 
The large quantities of machinery ordered, as well as making transpor- 
tation more difficult, did not give the desired results. The use of 
machinery presupposes the existence or preparation of auxiliary roads, 
which are costly, and technical ability, which is not always easy to secure, 
all of which disposes us to believe that we are not yet sufficiently pre- 
pared to take advantage of the use of machinery on a large scale in the 
construction of public works, and that it is not prudent to do away with 
the system of construction built up by national engineers, which, har- 
monizing with the special conditions prevailing in the country, has 
produced good results in the past. 






The Empresa del Ferrocarril del Nordeste, under the direction of a 
foreign technical expert of undeniable ability, which has nearly finished 
under conditions of the greatest economy, the 114 kilometres which it 
should construct in Cundinamarca, has made very little use of machinery, 
and has given us an example which we should not fail to take into 
account. 
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PUBLIC WORKS OF COLOMBIA.—cont, 


All these considerations, in the present state of the country, induce 
us to arrive at the following conclusions : 


First—In normal times, and even supposing that the Government 
did not have any difficulties in securing the necessary capital, or that it 
had the money at its disposal always, it would not be advisable to put 


into the construction of public works a greater sum than 15 to 20 million | 


pesos per annum. 


Second.—The programme for the construction of public works should 
not be carried out hurriedly. On the contrary, everything seems to point 
towards slow progress. If instead of attempting to build 40 kilometres 
of line a year we contented ourselves with 20, we should be doing really 
useful work. 


Third.—A technical advisory body is an absolute necessity, as, having | 
the necessary technical preparation, it can study and visualize the problem | 


in all its magnitude, and thus be able to advise the Government with 


regard to the construction and development of national public works, | 
and be the criterion with regard to the undertakings of the Departments | 


and other sectional divisions of the country. 


For these reasons it is necessary to reorganize the National Council | 


of Means of Communication, and to make it the important institution it 


should be, surrounding it with the greatest possible prestige both within 


and without the country. 


All the deficiencies I have mentioned make it apparent, especially as | 
regards the current year, that the Government, not having been able to | 
secure the loans anticipated by previous legislators, was absolutely | 


obliged to finance the Extraordinary Estimate voted by Congress in 


1928 out of the funds of the Ordinary Budget; this could only be done | 


partially, as the total voted was 34,000,000 pesos. Thus as the Ordinary 
funds are notoriously inadequate, the crisis which was feared has pre- 
sented itself, although to date it has not been of a grave character. On 
the contrary, I venture to say that I believe this crisis may turn out 
beneficial, if by reason of it we can learn a lesson which may be of 
advantage to us in the future. 


If this is to be, Congress, having heard all sides of the question, must 
assist the Government by giving it power to deal efficaciously with the 
crisis. It should not continue promulgating laws with which we cannot 
comply, or that are not advisable from the technical point of view, and 
now that the National Council of Means of Communication is composed 
of experts of great technical ability, both national and foreign, it is 
indispensable that we hear its voice before taking other measures. 


Even with the small resources we at present possess, the modest 
programme proposed by the Government can be carried out, in not 
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PUBLIC WORKS OF COLOMBIA.—<cont. 


longer than a year, without being obliged to suspend other works men- 
tioned further on. The Governmental programme, which cannot be said 
to be of small importance to the country, is as follows : 






1st.—To prolong the railway of Tumaco-Pasto to El Diviso, to 

connect up at that point with the road which descends from 
Pasto, and to establish in this way communication on wheels 
between the Pacific Ocean and the capital of Narifo. 







2nd.—Completion of the Nacederos-Armenia Railway. 






3rd.—To prolong the Cucuta-Pamplona Railway to El Diamante. 


/— —_— ow me 





4th.—To carry forward work on the Tolima-Huila-Caqueta Railway 
up to Neiva. 





5th—To secure the rapid completion of the Ambalema-Ibagué 
Railway. 











6th.—To complete the railway bridges of Girardot and Saldafia. 





7th.—To carry the railway from Puerto Wilches to Bocas del Rionegro. 





8th.—To finish the mole and other works being carried out at the port 
of Buenaventura. 





gth.—To complete the opening of the Canal del Dique. 






With the completion of the works mentioned in 4th, 5th, and 6th 
the capital of the Republic will be in direct rail communication with 
La Dorada, on the Lower Magdalena. This line is 400 kilometres in 
length. It will also be in direct communication with Neiva, towards 
the south, with a length of line of 350 kilometres, and with Ibagué, 
towards the west, on the road to the Pacific, with a length of track of 
250 kilometres. 












By means of this programme, which is commensurate with the 
present resources of the country, and which can be faithfully carried out, 
the country will be able, in 1930, to proceed slowly, but without dis- 
organizing other works, with the opening of the Bocas de Ceniza, and 
certain works on the Magdalena River. It can also continue on the 
Ferrocarril Central del Norte, the trunk line to the west in its various 
sections, the Carare and Ibagué-Armenia railways, the Central North 
Road, the road from Popaydn to Pasto and from Cartago to Névita, 
with which it will extend its radius of action on public works to every 
section of the country. By this means it will lay down the foundation 
stone of national unity, and prepare the Republic for the moment in 
which, once the crisis has passed, it can return tranquilly to an ordered 
life of civilization and progress, backed by the solidity of its civil in- 

stitutions, and the prestige enjoyed by the democratic régime. 
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Banco 
Agricola Hipotecario 


BOGOTA (COLOMBIA) 


Telegraphic Address : Apartados : 


Nacional No. 75 
SANSSNSSEA Aereo No. 3558 


Code: Bentley Telephones 2398 Y 3380 





HE Banco Agricola Hipotecario was brought into being by the promul- | 
T gation of Law No. 68 of the year 1924, which gave it the help and 
backing of the Nation, the object being to give an impulse to the 
development of agriculture, the basic industry of the country. 


The Government subscribed towards the required Capital, $4,100,000, the 
Departments and Municipalities $509,000, and private individuals $82,700. 





The paid-up capital and the reserves of the Bank are to-day $5,256,269:11. 


The principal objects of the Institution are: to supply long-term capital | 
to agriculturists on the gradual amortization system (such loans may not | 
exceed $50,000 to any one individual); to encourage the building of cheap | 
houses, the cost of which may not exceed $30,000; and to receive savings | 
deposits. Loans cannot be granted beyond a maximum of 50 per cent. of the | 
valuation assessed by its own experts. 


The Bank is managed by a Board of Directors, made up of five members, | 
elected every two years, two members being elected by the National Govern- 
ment, and the remainder by the rest of the shareholders. The Board elects 
its own Managing Director every year, and this official is entrusted with the 
management of the Institution. 


The Bank has its Headquarters in Bogota, the capital of the Republic, 
and has 22 branches spread over the different regions of the country. 


The Bank is authorized to issue bonds abroad for the exact amount of 
mortgage credits it may hold in its favour. The obligations of the Institution 
are guaranteed five-fold, as follows: (1) The personal and absolute responsi- 
bility of each and every mortgagee. (2) The properties which are specifically 
the object of the loans, which should represent a value of at least double the 
amounts advanced, and which should also produce an income greater than 
the interest and amortization fund. (3) The Capital and Reserves of the Bank. 
(4) The Special Guarantee Fund, which the State, by law, accumulates 
and which passes to the assets of the Bank. This fund is derived from the 
dividends on the $4,100,000 subscribed to the Bank’s Capital by the State. 














115 


BANCO AGRICOLA HIPOTECARIO.—cont. 


(5) The responsibility of the Republic, which guarantees that the services 
of the bonds shall be punctually attended to. 


Up to the present, the Bank has placed issues on the New York and London 
markets of a nominal total of $22,000,000, the services of which are attended to 
with the strictest punctuality. Loan operations to customers within the 
country are carried out with such great care and so scrupulously, that properties 
which guarantee mortgage loans of $26,000,000 are worth more than $83,000,000. 
Delay in payment of quotas does not reach 1 per cent. of the total payments, 
which constitutes a record for institutions of this nature. 


Colombia to-day has a population of nearly 8,000,000, and a territorial 
area of 1,300,000 square kilometres, with 2,000 kilometres of coast line on 
the Atlantic and Pacific Oceans, and in the neighbourhood of the Panama 
Canal. With such a privileged geographical situation, such an immense 
territory, such a variety of climates in zones of astonishing fertility, it is not 
surprising that Colombia produces the greater part of the articles necessary 
for home consumption, up to a value of approximately $800,000,000 per annum. 
International trade figures are as high as $246,000,000. Colombia is the 
principal producer of fine coffee, and it occupies first place in the world as a 
banana-growing country, as well as in the supply of platinum and emeralds. 
It possesses a stock of 8,000,000 head of cattle, and enormous areas of natural 


pasture-land where the beasts may increase and multiply. It has large sugar 
estates, a great number of flour mills, factories manufacturing wool and cotton 
fabrics breweries, cigarette factories, etc. It is, therefore, a nation which 
can supply all its needs from its own agricultural produce, and build up 
its international trade with the surplus. Its territory is very rich in deposits 
of petroleum, gold, silver, iron, etc. 


In spite of this privileged geographical situation, and its enormous potential 
natural resources, the latter were practically untouched for many decades, 
due to the extremely deficient means of communication existing within the 
country. This drawback, however, is now being overcome with astonishing 


rapidity by the construction of networks of railways and roads suitable for 
motor traffic. 


The country enjoys the privilege also of very liberal institutions, and of 
freedom from strife during the past thirty years, as well as being free from 
dangerous international complications. The monetary- system of the country 
is on a gold basis, and is consequently not subject to violent fluctuations. 
The Banking system, which is based on the Federal Reserve system obtaining 
in the United States, is organized on completely modern lines, and operates 
on very sound and solid principles. 


The law regulating mortgage loans assures this Bank of valuable privileges 
in its operations, as, for example, the expeditious way in which it is able to make 
its actions judicially effective, as well as in its exemption from internal taxation, 
with which privilege it was endowed by the law which brought it into being. 
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Transportation in Colombia 


By Dr. Julian Villaveces 


(Director of Railways) 


Colombia is to-day 1,208,405 square kilometres, 
the corresponding modifications having been 
made to allow for the territory of the Republic of Panama, 
of an area of 82,995 square kilometres, whose indepen- 
dence was recognized by us in the year 1921. Also, 
owing to the arrangement made with Peru, the Comi- 
saria of the Putumayo has had its area diminished by 
75,000 square kilometres. In the following table, the 
area of two large municipalities of the Department of 
Boyaca, have been added to the Comisaria of Arauca. 
Within the total area above mentioned, the population 
to-day is 7,967,788, according to the approximate figures 
of the 1928 census, which census has not yet been legally 
accepted. 
The following table shows how the population is 
distributed :— 


T HE total area of the territory of the Republic of 


Area in Inhabitants 
Departments. Sq. Kmtrs. Inhabitants. per Sq. Kmtrs. 


Antioquia .. ia -. 64,800 1,017,525 15°70 
Atlantico es es . Sor 240,977 78-49 
Bolivar _ ee -- 60,450 650,861 10°77 
Boyaca ee e -. 61,725 965,062 14:98 
Caldas. . on =e -. 14,035 656,709 46°79 
Cauca .. we as .. 28,065 332,585 11°85 
Cundinamarca - «s 223900 1,048,785 47°00 
Huila .. ee oie -- 26,925 182,797 6-78 
Magdalena .. as -. 56,710 293,436 5°17 
Marifio - ee -» 31,235 406,370 13°01 
Norte de Santander .. o- 23,005 330,489 13°81 
Santander... ne .. 28,920 604,037 20°89 
Tolima “on oe -. 23,560 442,051 18-76 
Valle .. ad ws -» 20,620 526,661 25°54 
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Banco Hipotecario de Colombia 





HE Banco Hipotecario de Colombia was established in the year Igro, 
and was the first mortgage-loan bank to establish the system of 
loans on long terms, with gradual amortization. The initial capital 

was $500,000 gold, and its subsequent development has been so great that 
its capital and reserves are to-day $6,000,000 gold. 


Since its establishment it has carried out mortgage-loan operations reaching 
a total of $45,264,588-04. It has co-operated in large building schemes in 
the principal cities of the country, and has helped important industries, and 
various Departments and Municipalities, by financing very important under- 
takings. The principal mission of this Bank has been, therefore, that of 
fostering the increase of national wealth. 


The Bank has made various issues of mortgage bonds, which it has placed 
on the United States market :— 


Ist Issue... ne re - .. U.S. $6,000,000 
2nd Issue... as - ne a, ,, $4,000,000 
3rd Issue... ee ‘a aes és ,», $3,000,000 


The Bank has also placed an issue of its shares on the New York market, 
which are quoted on the Stock Exchange of that city. 


Apart from this, the principal item of its activities, the Banco Hipotecario 
de Colombia has a Commercial Section, for the purpose of facilitating loans 
on short terms for commercial and agricultural enterprises. 


The Bank has been directed and administrated by outstanding financial 
experts and men of business, which has ensured for it enormous development, 
and a brilliant future. 


Its growth may be appreciated, on examination of the following figures :— 


BANCO HIPOTECARIO DE COLOMBIA 
Incorporated under Colombian Laws, April 4, rg10 
HALF-YEARLY INCOME ACCOUNT 


‘ 
1919, 1924, 1929, 1929, 
Second Second First Second 
Half. Half. Half. Half. 
$ 3 $ 3 
Gross profits os jim < oe 128 854 215,921 579,344 584,801 
Expenses and taxes es “a a 20,354 39,921 131,821 137,440 


Net profits .. ae a os -- | 108,500 176,000 447,523 447,361 
Dividends .. oa ea er <a 82,500 153,000 400,000 400,000 
Surplus, after payment of dividends .. 26,000 23,000 47,523 47,361 
Earnings per share ‘ -- | 16°44 19°55 2°23 2°23 
Ratio of dividends to profits is -- | 76°03 % | 86-93 % | 89°38 % | 89-41 % 
Number of shares .. ie aa 6,600 9,000 200,000 200,000 
Parvalue .. sa = os “e 100 100 20 20 
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Area in Inhabitants 
Departments. Sq. Kmtrs. Inhabitants. per Sq. Kmtrs. 
Comisarias— 
Arauca we ee -+ 45,290 
Caqueta os os -» 239,920 
Goajira me aa -. 11,875 
Putumayo... “ -» 44,960 
Vaupes - os .. 168,660 
Vichada as és -- 98,990 
Intendencias— 
Chocé we es -- 48,275 
Meta on o- .- 84,040 
San Andrés y Providencia 55 


399,443 


Totals .. wi -- 1,208,405 7,967,788 6°59 


As the census has not yet been concluded, and the 
309,443 inhabitants of the comisarias and intendencias 
have not yet been properly allocated in their different 
subdivisions of territory, in their case a global figure only 
is given. 

Within the area of the Republic every known climate 
is found, as well as a large variety of tropical fauna and 
flora. The country is divided naturally into three great 
zones, due to the ramifications of the cordillera of the 
Andes, which extends from South to North, and forms 
spurs running to the East, Centre and West. On these 
are found mountain peaks covered with perpetual snow, 
at heights of up to 5,700 metres above sea level. The 
cordilleras above mentioned are separated by extensive 
valleys, through which run the two great rivers of Mag- 
dalena and Cauca. The hot climates are found in the 
valleys of the great rivers, which run through the country 
in all directions, such as the Orinoco and its tributaries 
the Amazon, the Magdalena, the Cauca, the Atrato, the 
Patia, the Mira, the Catatumbo, etc. etc. In the 
eastern zone are found the immense plains of San Martin 
and Casanare, of which it is nearly impossible to imagine 
the area. Departments with a very large area also are 
situated even amongst the most rugged folds of the 
Andes. Such are: Antioquia, Caldas and the Depart- 
ments of Santander. 

Although no precise details are available as to the 
area under cultivation at the moment, a fairly exact 
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Banco de Bogota 






HE Banco de Bogoté is to-day the oldest Banking institution in the 
country, as it was established on November 15, 1870, and commenced 
operations on January 2, 1871. 







This Bank has gone through very difficult periods during the last 60 years 
of its existence owing to the political disturbances which have taken place 
in the Republic, but has been able, by reason of its prudent administration, 
to face all contingencies, especially those of an economic nature, brought about, 
as was only natural, by the political unrest above referred to. 










The disregard of established law and order and of all constitutional standards 
which characterized Colombian politics at the end of the year 1899 and up 
to three years after that date, caused the worst financial upheaval the country 
has ever known. Owing to the depreciation and complete repudiation of the 
country’s currency, the Banco de Bogota was obliged to safeguard its capital 
and reserves by operations which very clearly showed the far-sightedness 
of its directive body. Numerous European Banking institutions had to do 
likewise during the Great War, and, as was the case with these institutions, 
this prudential foresight had its reward in that the fundamental assets of the 
Bank were perfectly secured against the violent financial storms of the period. 



















It was necessary, however, during that troubled period in Colombian 
economic life, to write down the capital of the Bank so as to place it on a gold 
basis. Its capital was thus fixed at $250,000. 








In the year 1911, in view of the fact that during a long period previous 
to that year, the Executive Power had by a decree concentrated National and 
Departmental funds in one institution, established by the State, with privileges 
and monopolies which made the existence of private Banks more than difficult, 
the capital of the Banco de Bogota was still fixed at the sum of $250,000, with 
a metallic reserve of $59,000. 










From that time onwards, however, the Bank has developed its resources 
to such an extent that its prosperous condition entitles it to a privileged 
position among the establishments of credit of the country. This condition 
is due, in no small degree, to the constant spirit of prudence shown, which 
has inspired all its acts; to the fact that it is old-established, and to the 
advantageous operations carried out of late, consisting in the incorporation 
of important entities in the banking world which have allowed the Bank to 
increase its capital appreciably and to extend its radius of action to numerous 
other regions of the national territory. It has thus been able to establish 
a great network of branches, closely linked, both with headquarters and with 
one another. Its capital now stands at $5,000,0co gold, and its reserves at 
$5,320,000 gold. 
















Bogota, January, 1930. 
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estimate of this area has been made, and is said to be 
only about 250,000 square kilometres. Thus there 
remain some 958,000 square kilometres which may be 
considered as uninhabited, and for this reason one of the 
greatest of our present-day problems is concerned with 
the immigration which will be necessary in order to 
people this vast area. Without any great variation in 
the present economic conditions of the country, it can 
be calculated that there is ample room for a further 
40,000,000 inhabitants. 

In the year 1928, 16,977 immigrants came to the 
country, and 12,346 emigrated from it, so that there was 
thus only a balance favourable to immigration of 4,541. 

The National Budget for 1927 was estimated at 
$44,896,434-79, and theactual income was $63,267,488 - 67, 
or say, 41 per cent. more than was estimated. The 
revenue from Customs was 46 per cent. of the total 
income, and represented the sum of $29,155,226-02. 
Ordinary expenditure was $70,287,844:50. The major 
portion of this sum comprised expenses corresponding to 
the Ministry of Public Works, under which heading 
$27,679,151°04 was spent. During the same year the 
departmental estimates were $47,700,794:62 and the 
municipal estimates $28,836,286-75. 

Taking into consideration the fact that the population 
on December 31, 1927, was 7,320,539, it will be seen 
that every Colombian pays on the average to the 
national, departmental and municipal treasuries, the 
following :— s 

National Taxes .. es “is oe “s 8-64 
Departmental Taxes os 
Municipal Taxes .. 


Average yearly amount of taxes pai by every 
Colombian os -- 16-26 

To arrive at the danas amounts per head, the proceeds 
of loans were deducted from the national income: from 
the departmental income, were deducted the amounts 
coming from the national Treasury; and from the muni- 
cipal incomes, those emanating from the departmental 
Treasury. 

According to municipal records, the total value of 
landed property in 1927 was $950,000,184-68, but as the 
registration value of properties is generally about 50 per 
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Banco de Colombia 
ESTABLISHED 187s. 


PAID UP CAPITAL AND SURPLUS: COL. PESOS 7,590,000. 


HEAD OFFICE: 
Bogota, Colombia, S.A. 


BRANCHES : 


Armenia, Barranquilla, Bucaramanga, Buga, Cali, Calarcd, Cucuta, Girardot, 
Manizales, Palmira, Pasto, Pereira, Popayan, Santa Marta, Tulua, Tumaco. 


HIsTORY AND GROWTH 
The Bank was organized on January 25, 1875. It has since considerably enlarged 
its resources and extended its business throughout the country. The capital stock has 
been increased as follows :— 











Year. Capital. Year. Capital. 
$ 

1875 .. wa wi .. 134,000-00 1920.. ae a ++ 1,020,000-00 
1908 .. a én .. 660,000-00 1921.. ‘te i ++ 1I,140,000-00 
1910 .. ~ - «+ 720,000-00 1922.. rr or +. 1,200,000°00 
1914 .. au cs .. 780,000-00 1927.. — na ++ 1,975,000-00 
1916 .. oe — .. 840,000-00 1928.. - Pe ++ 2,168,000-00 
1918 .. or = ++ 900,000-00 1928.. cts = ++ 5,000,000°00 
1919 .. ro se -. 960,000-00 1928.. re as -- 6,150,000+00 


The increase of capital in 1928 was attained when the Bank took over the business 
of the Banco del Pacifico, Cali, and its branches, and that of the Banco del Ruiz, Manizales, 
and its branches. New branch offices were further established at Calarca (Caldas), 
Tulud (Valle), and Tumaco (Narifio). The Bank has thus annexed a greater number 
of branch offices than any other commercial banking institution in the country. 


This Bank operates under the supervision of the Banking Department of the Colombian 
Government and is a member of the Banco de la Republica, the central Bank of issue 
that controls the Reserve system of the country. 


FINANCIAL PERIOD 
The financial period of the Bank closes twice a year, namely, on June 30 and 
December 31. The regular meeting of stockholders takes place in the second week of 
July and January, and a half-yearly dividend is distributed at that time. In the last 
five years dividends have been distributed as follows :— 


1925—First Half-year .. -» $3:00 1927—First Half-Year .. -» $3°50 
Second do. ia oe 3°60 Second do. ae os 6 90 
1926—_First Half-year .. +. 3°00 1928—First Half-year .. 1*60* 
Second do. “< oe 3°00 Second do. a -- =4°§0 
1929—First Half-year .. -- $4°50 
Second do. as ao 9°95 


* Dividend distributed from May 1 to June 30 only. 


BANKING SERVICES AND FACILITIES 
The Bank maintains a very efficient collection service through its 17 branch offices 
in Colombia. 
Cable transfers, Letters of Credit and Mail transfers are sold to every place of the world. 


To Correspondent Banks and reliable firms the Bank furnishes credit information 
concerning firms located at any place in Colombia. 


CORRESPONDENTS 
New York : London : 
Irving Trust Company. Barclays Bank, Limited. 
Bank of America National Association. Comptoir National D’Escompte de Paris. 
Bank of New York and Trust Co. Grace Brothers, Limited. 
Central Hanover Bank and Trust Co. Guaranty Trust Company of New York. 
Chemical Bank and Trust Co. M. Samuel and Company, Ltd 


Equitable Trust Company of N.Y. 
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cent. lower than its real value, it can be calculated that 
the rateable value is something like $2,000,000,000. 
During the same year the value of property which 
changed hands was $309,338,793°- 36. 

Railways.—The consolidated balance of state-owned 
Colombian railways in 1924 was $40,208,749-63; in 1925, 


$49,986,634-20; in 1926, $67,992,737°67; in 1927, ‘T 
$90,478,630°43; and in 1928, $113,385,369°89. This 
makes the expenditure of state-owned railways during Be 
the period 1924-28, $73,176,620: 26. Co 
Colombian railways may be divided into five groups - 
if we consider them solely under the heading of owner- M 
ship. These are National, Departmental, Municipal, in 
Private, and Mixed Ownership. This last group really 
only comprises the Cundinamarca Railway, which belongs 1 
jointly to the department of the same name, and to the C 
nation. It should be noted that the aerial cable lines ~ 
transporting goods and passengers are included under t 
the heading of railways. C 
SUMMARY OF THE PRINCIPAL COLOMBIAN RAILWAYS Q 
(1) National Property. ( 


Length Length 
Pro- wales Length still to Value on 


Name. Gauge. | jected enstal - Jan. I, 
ploit- be con- 
length. otien. ‘pe structed.| 1929: 
Metres.; Kilos. ; Kilos. Kilos. Kilos. | $ mill. ‘ 
Central de Bolivar ... | 0-914 350 —_ 48 302 3°4 
Carare (Tunja—Vélez)... | 1-000 110 — 34 76 3°6 ; 
»  (Vélez—R. Mag) I*000 180 _ 6 174 I-o 
Ciuicuta—Pamplona 1-000 58 22 22 36 1-6 
Girardot 0-914 132 132 132 o 10°7 
Ibagué—Armenia 0°9O14 138 a 10 128 7°00 
Nacederos—Armenia ... | 0-914 56 56 56 ° 3°70 
Narifio . eee | O°OI4 313 87 92 221 2°7 
a ramal Mira— ... 0-914 5 5 5 ° 
Central Norte—Wilches | 1-000 134 go 100 34 13°9 
ar co 2... | I*000 462 172 190 272 15‘! | 
co-B. Cartago ... | 0-914 ° 
~~ ~ 347 347 347 
»  Popeyan—Pasto | o- | 
»  Zarzal—Armenia | o- 
»  Palmira-Santder]| o- 
Sur (a Fusagasuga) I- 
»» ramal al Salto I- : 
Tolima .. Oo: | 
—Huila—Caquet o- 
Troncal Occidente ... | o- | 
Arma-—Cartago | o- | 





Cable Caicuta—Gamara 
Manizales—Choco 


eS | | |e | ae 
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Banco Hipotecario de Bogota 
(Mortgage Bank of Bogota) 


BOGOTA, COLOMBIA, S.A. 


HE Mortgage Bank of Bogota was founded in 1925 to take over the 
mortgage department of the Bank of Bogota, which was established 
in 1871 and is the oldest Bank in Colombia. In 1926 the Mortgage 

Bank of Bogota acquired the mortgage departments of four other important 
Colombian Banks: the Banco Central of Bogota, the Banco del Pacifico of 
Cali, the Banco del Ruiz of Manizales, and the Banco Republicano of Medellin. 
Further arrangements have established a network of agencies which gives the 
Mortgage Bank of Bogota direct representation in all the important districts 
in Colombia. 

The capital and reserves of the Mortgage Bank of Bogota at December 31, 
1929, amounted to 5,285,552°67 Colombian pesos (the par value of the 
Colombian peso is equivalent to 0-9733 U.S. Dollars). On the same day the 
amount of the Bank’s bonded indebtedness was as follows :—20-year 7 per cent. 
sinking fund gold dollar bonds—dated 1927, due 1947; Outstanding $5,642-50. 
U.S.C. 30-year 7 per cent. sinking fund gold sterling bonds—dated 1928, due 1948 ; 
Outstanding {2,166,900. 8 per cent. internal gold bonds; Outstanding 
9,671,900 Colombian pesos. 7 per cent. internal special deposit bonds; 
Outstanding 28,315 -53 Colombian pesos. 

Both external and internal bonds are rated equally as to principal and 
interest. The bonds are a direct obligation of the Bank and are secured by 
its capital and reserves and by all present and future mortgage loans granted. 


Under the Colombian law the total of the mortgage bonds at any time out- 
standing may not exceed the amount of mortgage loans upon which they are 
secured ; and if at any time the amount of mortgage loans should fall below the 
amount of mortgage bonds outstanding, the Bank must withdraw from circu- 
lation bonds in an amount equal to such deficit. Mortgage loans are granted 
only upon freehold urban property and agricultural estates. Provision is 
made in case of default on any mortgage loan for immediate foreclosure of 
the mortgage securing such loan through a simplified procedure, the debtor 
being excluded from any defence save proof of payment and incorrectness 
of the Bank’s statement of debt. Mortgage loans may not be made in excess 
of 50 per cent. of the appraised value of the mortgaged property, except that 
with the approval of two-thirds of the Board of Directors any such loan may 
be made up to 60 per cent. of such value. 

The appraised value of mortgaged properties at- December 31, 1929, was 
74,908,991 -or pesos whereas the loans secured thereby aggregated 29,462,371 -16 
pesos. Therefore the value of mortgaged properties covers two and a half 
times the amount of corresponding loans. The total amount of Bonds issued 
on security of these loans and outstanding on the same date was 26,511,260°53 
pesos, or 354 per cent. of the appraised value of the mortgaged properties. 

Net income after all expenses, including taxes, etc., available for bond 
interest is equivalent to 1} per cent. times such interest charges. 


The bonds of the Mortgage Bank of Bogota are listed on the Stock Exchanges 
of London and Boston. 
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(2) Departmental Property. 


























Pro- | "inder | Length | Sti’ to 
Name. Gauge. | jected exshelt- Con- b T 
length. P structed. |_ © COB: 
ation structed. of 
Me 
Metres. | Kilos. | Kilos. Kilos. Kilos. 
Ambalema—Ibagué “aa «. | OFQ14 65 32 50 15 
Antioquia... a és «se | O°Q14 339 321 321 18 
Caldas... ei a one | @°QRS 117 117 117 ° inc 
Santander-Timba we | OFQT4 22 22 22 ° fac 
Nordeste ... ee ees ++» | 1-000 | 1,200 117 125 1,075 
F. C. Tranvia—Bogota ° 1-000 38 21 25 13 
Cable Norte—Manizales ... “as 60 20 20 40 
Cable Manizales—V. Maria ane 2 2 2 fe) = 
Totals 1,843 652 682 1,161 ce 
— : | es | z in 
The National Treasury paid $20,000 for each kilometre of railway al 
and $10,000 for each kilometer of aerial cableway, as a subsidy. 
(3) Municipal Property. 
al 












Metres.| Kilos. | Kilos. | Kilos. | Kilos. T 
F. C. Tranvia Oriente - t 
de Antioquia one oe | O°QI4 150 50 55 95 ‘ 
Ramal Marinilla ‘ais we | O°Q14 6 6 6 ° fc 
I 
56 51 95 
The Nation pays $20,000 per kilometre as a subsidy. 
(4) Private Property. ; 
Metres.} Kilos. | Kilos. | Kilos. | Kilos. J 
Barranca—Bermeja 1-000 28 28 28 ° 
Barranquilla 1+070 28 28 28 fe) 
Cartagena -_ 0-914 105 105 105 ° 
Cacuta-Villamizar I*000 55 55 55 ° r 
» La Frontera 1-000 16 16 16 ° 
» Esmeralda 1-000 21 21 21 ° 
La Dorada 0-914 111 III 111 ° 
Santa Marta ... _ we | O°Q14 205 205 205 ° 
Cable Mariquita-Manizales_... 72 72 72 ° 







(5) Mixed Ownership. 
Belonging to the Nation and to the Department of Cundinamarca. 







CUNDINAMARCA RAILWAY 







Metres.| Kilos. 






Pto. Liévano al interior... 
Bogota—Alban “ 
Ramal del Dintel 
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Banco Aleman Antioqueno, S.A. 
German Antioquia Bank Ltd. 












































HIS leading Bank of foreign origin was established at Bremen (Germany) 

in 1912. In 1920 it was incorporated under the laws of the Republic 

of Colombia, and its main Office was transferred from Bremen to 
Medellin, the capital of the Department of Antioquia. 


The Bank’s initial capital was $750,000, as compared with close on $7,000,000, 
including reserves, at the end of the last fiscal year. This illustrates the satis- 
factory increase in the Bank’s commercial activities. 


The institution conducts a general banking business in the domestic as 
well as the foreign field, having installed branches in all the principal commercial 
centres of the country where complete banking service is provided. These 
include Bogota, Barranquilla, Cartagena, Cali, Bucaramanga, Honda, Armenia 
and Girardot, besides its foreign office at Bremen (Germany). 


Apart from general banking business the Bank acts as Government agent, 
and is also correspondent for leading American and European Banking concerns. 
Through its well organised Collection Department valuable service is rendered 
to numerous exporters, and interchange of Columbian products is greatly 
favoured through the development of Commercial Credits. Up-to-date 
Information Service is always given to the Bank’s clients free of charge. 


The institution is governed by a board of directors, composed of prominent 
citizens, such as Manuel M. Escobar O., Dr. Carlos E. Restrepo (former 
President of the Republic), Dr. Jorge Rodriguez, Gabriel Echavarria and 
Joaquin Gaviria C. The management is in the hands of Reinhard Gundlach. 


The following condensed Statement of Condition reveals the Bank’s 
standing at the close of 1929 :— 


LIABILITIES. ASSETS. 
$ $ 

Capital Stock .. .. 5,000,000-—- Cashandin Banks .. 1,236,301-- 
Reserves os -. 1,447,352°- Foreign Correspondents 708,171-- 
Deposits. . ‘ve .. 8,706,698-— Loans and Discounts .. 14,412,179-- 
Foreign Correspondents 3,214,124:- Miscellaneous Items .. 2,069,118-- 
Branches and Agents .. 12,350'— Buildings, Furniture 

Other Creditors -» 1,799,887 -- and Fixtures -»  517,076-— 
Contra Items .. .. 2,652,614-— Contraltems .. -. 2,652,614°- 
Surplus .. eo. .. 819,358-— Other Resources -. 2,056,924-— 


. ee .. 23,652,383°- Total .. -+ 23,652,383 °— 
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It should be noted that the numbers of kilometres 
given in the above summary refers to the situation of 
the railways as on January I, 1930, whilst the values 
given for those of national property correspond to the 
balance as on January I, 1929, as the accounts for last 
year have not yet been completed. 

The table shows that the Republic of Colombia has in 
project to-day 6,781 kilometres of railways and cableways, 
of which 3,137 have been finished, 2,846 kilometres 
having been handed over for exploitation. 152 kilometres 
of the latter are cableways, and 2,694 kilometres 
railways. The following are the gauges of the kilometres 
in exploitation: 28 kilometres of 1-070 mm. gauge, 
592 kilometres of I metre gauge, and 2,074 kilometres 
of I yard gauge. 

At the moment construction work is being carried out 
on part of the 3,644 kilometres remaining. 


River Transport—We give only details regarding 
those of the principal navigable rivers, on which traffic 
is greatest. 


River Magdalena.—Navigable to a length of 1,087 kilo- 
metres, between Barranquilla and Girardot, by steam and 
oil-driven vessels, as a general rule, and by smaller boats 
only between Girardot and Neiva, to a length of 
216 kilometres. 


Canal del Dique.—lIts total length is 147 kilometres, 
navigable the whole way. On the two routes above- 
mentioned, there is a yearly movement of cargo of 
650,000 tons in both directions, and about 100,000 pas- 
sengers. The vessels which carry the above have a total 
capacity of 68,045 tons. 


Rio Cauca.—Divided into two navigable zones. Lower 
Cauca, appropriate only for vessels drawing very little 
water, owing to the difficulties of navigation. This 
riverway is of very little importance. Normal navigation 
can be carried out to a length of 267 kilometres. The 
Higher Cauca, between the ports of Mallarino and 
La Virginia, in the Departments of Valle and Caldas, 
respectively, is navigable to a length of 350 kilometres. 
The vessels carrying out this service have a capacity of 
g16 tons, and the annual movement is 26,000 tons. 
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Bolsa de Bogota, S.A. 
(Bogota Stock Exchange) 


Apartado Aereo 3584 
Postal 1443 


Cables: 
1301 BOLSA BOGOTA 


THE BOGOTA STOCK EXCHANGE HAS AS ITS OBJECT THE 
STIMULATING OF THE INTEREST OF CAPITALISTS IN 
THE EXPLOITATION OF THE GREAT NATURAL WEALTH 
OF COLOMBIA. 


PRESIDENT: ALBERTO SERNA. 


President of the Banco de Bogotdé and various 
other Limited Companies. 


2ND PRESIDENT: CARLOS A. DAVILA. 
President of the Banco Hipotecario, Colombia, 
and various other Limited Companies. 


3RD PRESIDENT: JORGE SOTO. 
Lawyer to the Banco de Bogota and Director 
of various Limited Companies. 


DIRECTOR: MIGUEL A. VERGARA. 
BROKERS : Cable Address. 


415 CARRERA 8a 


1300 
Telephones 


Bank References. 


BENIGNO ALTURO 
RAFAEL ALMANZAR ... 
GREGORIO ARMENTA... 
JOosE AMAYA OLARTE 
TEODULO E. GOMEZ... 
DANIEL MERIZALDE ... 
MARTINEZ Toro HNos 
ENRIQUE PARDO DAVILA 
PARDO y CEPERO 
PuLtipo Y MARTINEZ 


BERMUDEZ Y VALENZUELA... 


SALDARIAGA Y ARBELAEZ 
SALVADOR CAMACHO... 

J. H. C. Davis 

ALBERTO GARCES NAVAS 
JosE Marta TAMAYO 


ALVARO SOTO DEL CORRAL... 


MIGUEL A. VERGARA 


Balturo. 
Almanzar. 
Gregiar. 
Jao. 

Teg. 
Damen. 
Tirmanes. 
Parla. 
Juananto. 
Pumar. 


Juarbelaez. 


Salvador. 
Colin. 


Agarcesene. 
Jontamayo. 


Sotol. 
Ragaverin. 


Anglo-South. 
Do. 


Do. 
Banco Bogota. 
Do. 
Anglo-South. 
Londres de la America. 
Anglo-South. 
Do. 


Frances Italiano. 
Banco Bogota. 
Aleman Antioqueno. 
Banco Colombia. 
Anglo-South. 
Banco Colombia. 
Do. 

Banco Bogota. 
National City--Aleman 

Antioquenio. 


Address : Edificio del Banco de la Republica. 
Cable Address: Bolsa: Bogota. 





ee 


128 THE BANKER 


Rio Sinu.—Navigable for 340 kilometres, with a 
yearly movement of 12,000 tons. 


Rio Aitrato.—Navigable length, 400 kilometres. On 
these two rivers navigation is a little difficult. The 
vessels carrying out the services have a transporting 
capacity of 7oo tons, and the yearly movement is 
g,000 tons. 

Rios Patia y Telembi.—The Patia is navigable for 
132 kilometres, and the Telembi for 40 kilometres. The 
vessels have a capacity for dealing with 300 tons, and the 
yearly movement is 5,000 tons. 

We give herewith details of some rivers over which 
the yearly movement of cargo is relatively small: Rio 
San Juan, navigable for 150 kilometres; Rio San Jorge, 
85 kilometres; Rio Nechi, 32 kilometres; Rio Lebrija, 
113 kilometres; Rio Sogamoso, 35 kilometres; Rio 
Carare, 64 kilometres; Rio Meta, 500 kilometres; Rio 
Humea, 60 kilometres ; and Casanare, 70 kilometres. 

The total of navigable rivers amounts to 4,000 kilo- 
metres. 

Aerial Transport.—At the moment the services of 
aerial transport are in the hands of the ‘‘ Compania 
Colombo-Alemana de Transportes Aereos”’ (Scadta), 
founded in 1919 by Colombian and German business men, 
and its affiliated company “‘ Santandereana de Aviacién ” 
(Cosada). During the current month the services of the 
Panamerican Airways (Pagai) were put into operation, 
on the Pacific Coast, between the city of Panama and 
Santiago de Chile, these services having two intermediate 
stations in Colombia. 

The Scadta has a daily aeroplane mail-carrying 
service between Bogota and Girardot, where the hydro- 
planes receive the mails, carrying them in one day 
between Bogota and Barranquilla. The present service 
of the Scadta has the following routes : Bogota4-Girardot, 
Barranquilla-Cartagena-Buenaventura via Choco and 
Tumaco, with a connection on the route served by the 
Cosada, between Puerto Wilches and Bucaramanga. 

The international service of the Scadta was estab- 
lished in the year 1928, and has a connection with the 
Barranquilla—Buenaventura—Tumacoline line, going on to 
Guayaquil in the Republic of Ecuador, and subsequently 
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PROTECTION. 


@, In the hazardous days of the early colonisation 
of the New World, the convoys of treasure and 
merchandise needed armed protection. 


@, To-day, the interchange of wealth is effected 
with ease and security through the channels of 
international banking. 


@, Unrivalled facilities for every description 


of modern banking business with South and 
Central America and Spain are afforded by 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


17 OLD BROAD ST,LONDON,EC2 








REPUBLIC of COLOMBIA 


Report 
by 
J. Garnett Lomax, M.B.E., M.C. 


His Majesty’s Vice-Consul at Bogota has compiled an interesting 
and much-needed Report on the Republic of Colombia up 
to July, 1929. No complete economic report has been issued 
for some years, and in view of the profound changes which 
have occurred in the financial and economic situation since 
the issue of the last report, this commercial review and 
handbook is of especial significance to the British business public. 


Price 45. 3d. Post free, 45. 64. 


May be obtained from 


H.M. STATIONERY OFFICE 


LONDON: Adastral House, Kingsway, W.C. 2; 
EDINBURGH: 120, George Street; MANCHESTER: York Street; 
CARDIFF : 1, St. Andrew’s Crescent; BELFAST: 15, Donegall Square West; 


Or through any Bookseller. 
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a Barranquilla, Colon and Buenaventura-Panama service 
was established. The company also has a service between 
Barranquilla and Ciénaga (Santa Marta). This line 
connects with the fast fruit steamers which leave Santa 
Marta for Europe, and the service, like all the others of 
the Scadta Company, is both for mails and passengers. 

All the capitals of departments are served by this 
aerial line and its connections. 

The machines employed for carrying passengers are 
of an all-metal construction, with a passenger-carrying 
capacity of from one to ten passengers. 

The itineraries fixed by the company have been 
regularly carried out during the ten years of its existence. 

Within the organization of this company there is a 
scientific section, which has rendered important services, 
especially with regard to the demarcation of frontier 
limits by means of aerial photography. 

The total length of the routes covered by the Scadta 
Company to-day is 5,000 kilometres, and thus Colombia 
has the advantage of the most extensive network of 
aerial lines in South America. The machines cover a 
distance of not less than 125,000 kilometres per month, 
or, say, three times the circumference of the earth. 

Roads.—The total length of the roads built with funds 
from the Naticnal Treasury and now in actual use is 
2,526 kilometres. 

In addition to this total, there are in project, for con- 
struction with national funds, about 3,000 kilometres. In 
the departments work is going forward on roads of their 
own property, for which the nation is giving them a 
subsidy of $10,000 per kilometre. These are: Medellin 
to the sea, Department of Antioquia, of which 89 kilo- 
metres are now in use; Cali-Buenaventura, Department 
of Valle, in use, 36 kilometres. On different roads also 
about 750 kilometres have been constructed for the use 
of motor-cars, with a national subsidy of $5,000 per 
kilometre. Thus there are in use at present about 
3,400 kilometres of roads. 
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Banco de la Republica 


Bogota, Colombia. 


HE Banco de la Republica operates in Bogoté, Capital of Colombia, and is 
T the Central Issuing Institution. It was established on July 20, 1923, and 
commenced operations on the 23rd of the same month. 

The Law which created the Bank—Law 25 of 1923—-was framed by the American 
Financial Mission which the Government of General Pedro Nel Ospina invited to 
Colombia. This Mission was presided over by Professor Edwin W. Kemmerer, 
of the University of Princeton, who had the collaboration of Colombian financiers 
like Doctor Estéban Jaramillo and the late Don Vicente B. Villa. 

The need for a Central Issuing Bank had been felt in Colombia for a-long time, 
but the endeavours made for its establishment had not given satisfactory results. 
Thus the Banco Nacional, founded by Law 39 of 1880, retained the character 

of Official Bank, as the public did 

not subscribe to it, and was re- 

sponsible for the introduction of 

inconvertible paper money, a 

végime born of the political agita- 

tions which characterized that 
period. Neither this Bank nor 
the Banco Central, founded in 

1905, with the exclusive privilege 

of issuing paper currency which 

was to be converted into gold, 
fulfilled the objects they had set 
themselves to achieve. The former 
was liquidated, and the latter 

continued its operations as a 

private establishment, without 

any special privilege or object. 
After many studies and bills, 

Law 25 of 1923 was passed, and 

on July 23 of that year the Banco 

de la Republica commenced its 
. operations, on the basis of a con- 
tract entered into between the 

National Government and a num- 

ber of the private Banks then in 
existence. In due course, the remaining private banking establishments in Colombia 
became affiliated to the Banco de la Republica, so that the only concerns now re- 
maining outside are the two Banks exclusively devoted to mortgage transactions 
—the affiliation of which is not permitted by Law—and a small provincial 
commercial Bank. 

The foundation of the new Bank was precipitated by a violent crisis arising 
out of the liquidation of the Banco Lépez, which threatened the existence of the 
other banking establishments. That a disaster was averted was doubtless due to the 
foundation of the issuing bank, and to the immediate and energetic steps taken by it. 

The initial authorized capital of the Bank was ten million pesos.* As and 
when new requests for shares have been received from the other Banks, it has 
been necessary to exceed that amount, and the paid capital of the Bank amounts 
to-day to $11,735,800. 

The shares of the Bank are $100 each, fully paid, and are divided into four 
classes, as follows :— 

Class A shares, subscribed by the National Government. These shares number 
50,000—the maximum allowed by Law—and have three representatives on the 
Board of Directors. 

Class B shares are subscribed by the National Banks affiliated to the system 
and amount to 15 per cent. of the capital and reserves of the Banco de la Republica. 
* A Colombian peso is worth exactly four shillings. 





HEAD OFFICE OF THE BANCO DE LA 
REPUBLICA, BOGOTA, COLOMBIA. 
























































132 


BANCO DE LA REPUBLICA—continued. 


These shares, totalling 27,229, are represented by four Members on the Board of Direc- 
tors, of which two are bankers and two business men outside the province of banking. 


Class C shares are subscribed by foreign banking houses, in the same proportion as 
the shares previously mentioned. They number 18,227 and are represented by two 
Directors, one of whom is a Banker and the other a business man. 


Class D shares have been subscribed privately. They total 21,902 and are represented 
by one Director. 

The Directors representing Class A (National Government) shares are nominated 
for a period of three years; those representing the rest of the shares are nominated for 
a period of two years. All these Directors are gradually replaced. 


The Board of Directors is vested with the absolute control of the Bank, the sphere 
of action of the shareholders being limited to the nomination of the Directors on the Board. 


The Board of Directors appoints the Manager of the Bank, with a minimum of eight 
votes, and the sub-managers with no less than seven votes. 


Besides the central office in Bogota, the Bank has offices in seventeen Colombian 
cities, with branches in the following :—Barranquilla, Bucaramanga, Cali, Cartagena, 
Cucuta, Manizales, Medellin, and Pereira, and Agencies in Armenia, Girardot, Honda, 
Ibague, Neiva, Pasto, Popaydn, Santa Marta and Tunja. 

The Banco de la Republica has the exclusive right, covering a period of twenty years, 
to issue notes convertible into gold on presentation. These notes are not legal tender, but 
they are received in payment of all taxes as long as they remain convertible. In order to 
cover its notes and deposits, the Bank is compelled to maintain a gold reserve equivalent 
to 60 per cent. of the amount of notes in circulation and of the deposits in its custody. 
This is the highest legal reserve imposed on any issuing bank in the world. Neverthe- 
less, the cash reserves of the Bank have never been under 80 per cent. of its liabilities. 


In the contract entered into for the foundation of the Bank, the Government undertook 
not to issue, or allow anyone to issue, paper currency or documents which could circulate 
as money or take the place thereof. With reference to the minting of legal coins other 
than gold, be they silver, nickel or copper, the Government must be guided by the Board 
of Directors. 


The Banco dé la Republica is authorized to purchase and sell drafts on foreign countries, 
and is free to import or export gold without charges or opposition of any kind. 


The Bank is also allowed to re-discount bills for shareholding banks, provided they do 
not exceed go days date, or to sanction loans against such bills, provided that they do not 
represent speculative operations or investments of a permanent character. Bills relating 
to agricultural products, or cattle, are eligible up to a maturity of 180 days. 


In the case of private individuals, the Bank may carry out operations embracing the 
purchase and sale of cable transfers, and the purchase, sale or discount of bills not exceeding 
go days, provided that such transactions arise from the production, manufacture, transport, 
or sale of products or merchandise. 


The capital and reserves of the Bank may be used up to 30 per cent. for the purpose 
of granting loans to public entities, or may be devoted in the same proportion to bonds 
issued by these, provided that any such operation obtains seven favourable votes on the 
Board of Directors. 


The Bank is allowed to receive deposits from the shareholding banks, from private 
banks and from public bodies. 


The central office and the branches of the Bank act as Clearing Houses to the share- 
holding banks. 


The Banco de la Republica is Fiscal Agent to the Government and, in accordance with 
special contracts, is entrusted with the service of the Public Debt, both internal and external. 
The Bank is also entrusted with the collection of Treasury bills and bonds which circulated 
as currency, with the exchange of deteriorated National notes, etc. 


The profits of the Bank are distributed as follows :—2o per cent. for the Reserve Fund 
and 5 per cent. for a fund devoted to bonuses and pensions for the staff, followed by a 
yearly dividend on the shares up to 12 per cent. Of the balance,—one third is devoted 
to dividends on all the shares, and the remaining two-thirds are paid over to the National 
Government. 


In accordance with the contract, all the funds received by the Government from the 
Bank, whether by way of profits or by way of taxes, are devoted to the withdrawal of the 
paper currency in circulation, and will be so applied until such currency has been withdrawn 
in its entirety. ‘ 

The above outline will give an idea of the organization of the Bank and of its principal 
functions. In accordance with these, the Bank has operated during the past six and a 
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BANCO DE LA REPUBLICA—continued. 


half years, and its influence on the country’s commerce and economic welfare has been 
decidedly beneficial. 
Among other things, the Bank has unified and strengthened the National currency. 


When it was founded, Colombia had in circulation—besides the National notes of 
compulsory currency—various scrip which took the place of money, such as Treasury 
bills and bonds, and bills and bonds issued by banking institutions. 


The Bank took charge of the Treasury bills and changed them for its own notes. 
The shareholding Banks, in order to become affiliated to the Banco de la Republica, had 
to collect the bills and bonds issued by banking institutions, and the National Government, 
operating through the Bank, collected the Treasury bonds. Asa result, only some $130,0co 
(not yet presented for exchange) remain for amortization out of all those bilis and bonds 
With reference to the paper money of compulsory currency, only little more than seven 
and a half million pesos remain in circulation, thanks to the amortizations which the 
Government has been able to carry out with the help of dividends paid on its shares in 
the Bank, so that a complete amortization is expected in the near future. When that 
time arrives, the only money in circulation will be gold, the notes issued by the Bank and 
changeable on demand, and the coins of lesser value necessary for small transactions. 
The paper currency of various kinds which circulated in the country and had such an 
adverse effect on commerce, will thus disappear, and the National currency will consist 
of metal coins and banknotes strongly covered by adequate gold reserves. 

Elasticity in the National currency has likewise been achieved. 

Under the old régime of inconvertible paper money, the currency of the country lacked 
elasticity, and its value could not be adapted to the varying needs of the money market, 
for during the period of issue the depreciation suffered by the notes as and when their 
total increased, annulled the effort made to increase effectively that value, and once the 
issue was suspended there remained an invariable amount of paper money which, lacking 
all elasticity, could not possibly be adjusted to the every day requirements of commerce. 

The notes issued by the Bank enter into circulation, and leave it, in accordance with the 
needs of the country’s commerce, and give the necessary elasticity to the Nation’s currency. 

The Bank has also been instrumental in the stabilization of the rate of exchange. 


Under the régime of paper money, without fixed value or adequate backing, the rate 
of exchange suffered constant and violent fluctuations which crippled business generally. 

When the Banco de la Republica established the gold standard in a practical form, 
by means of notes changeable for gold at sight, the rate of exchange became stabilised, 
for it can only now fluctuate between the limits fixed by the gold points. Further, the 
Bank, thanks to its exchange operations, retains in the market a provision sufficient to 
avoid the excess or shortage of drafts, thus placing on a solid basis all operations connected 
with imports as well as exports. 

The Bank has worked in co-operation with the different credit institutions and has 
given them whatever support they needed. 

Colombia was feeling the need of an establishment under the egis of which banking 
operations could be standardized. In the absence of such an establishment, endowed with 
sufficient means to be able to render to other banks whatever assistance they required, 
and owing to the lack of elasticity in the country’s currency above noted, the Colombian 
banks, in their unceasing endeavours to secure the largest amount possible of that currency, 
were harassed by constant competition and could not render to commerce and industry 
the services to which both were rightly entitled. 

With the generous resources derived from its capital, its credit and the right to issue 
notes, the Banco de la Republica is in a position to give to the establishments affiliated to 
it, whatever support they may require in order to attend at any given moment to the needs 
of their clientéle. In this manner, the periodical crisis which swept the country at different 
harvest times have disappeared, the banks have been able to widen their sphere of action, 
and the industries of the country have benefited accordingly. 

The Bank has been able to render important services to the Government, not only in 
connection with the credit operations required in order to meet Treasury needs, but in 
connection with the transfer of funds in the country, with the service of the internal and 
external debts, with the exchange of deteriorated currency, etc. Such are the signal services 
rendered by the Bank, which the Government has repeatedly acknowledged. 

The enumeration of the various benefits bestowed upon the Republic of Colombia 
by the Banco de la Republica would be too lengthy. They are palpable and have been 
generally acknowledged by the competent authorities interested in the Bank’s activities, 
both in Colombia and abroad. 

It only remains to add that the Bank’s ability to serve the country increases daily, 
thanks to its augmenting credit and to the improvements born of experience which 
are constantly introduced in the organization of this institution. 
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Aviation in Colombia 


The Republic of Colombia is one of the South American countries where aviation is most 
developed, and where there exists a complete air service for passengers and mail. 


Transportes Aéreos,”” the SCADTA, in its abbreviated form. The purpose of the 

company was to operate a service for passengers and mail by airplane between ports 
on the Atlantic Coast and the cities of the interior, mainly Bogota, the capital of the 
Republic. Owing to the excellent organization of this company Colombia enjoys a really 
efficient air service. 

The service is carried on by hydroplanes, which are especially built to meet the tropical 
conditions of the climate. They are very light and answer the purpose most satisfactorily. 

During the vear 1929, the SCADTA greatly extended its operations and improved 
its services, and is running regularly on the following lines :— 

The Magdalena Line: A daily service which follows the course of the Magdalena 
River from Sarranquilla, which is situated near its mouth on the Caribbean Sea, up to 
the port of Girardot, calling at the intermediate points on the river, which are connected 
with the more important cities of the interior of the Republic. Girardot is the river port 
of the capital of Colombia, with which it is counected by railway. 

This line is divided into cther branches which connect Barranquilla with Cienaga 
in the banana region, and with Cartagena, an important seaport on the Caribbean Sea. 

Transandean Line: In connection with the planes of the Magdalena Line, a daily 
service is operated between Girardot and Bogota. Furthermore connection has been pro- 
vided twice a week between Bogota-Girardot-I bagué-Cali and Buenaventura, anid vice versa. 

Santander Line ; Operated by an affiliated company of the SCADTA, the so-called 
COSADA, connects Puerto Wilches on the Magdalena River with Bucaramanga, capital 
ot the Department of South Santander. 

Pacific Line: During the year 1929 this line has been greatly improved, an air 
service is now operated twice a week between Colon (Cristobal, C.Z.)-Balboa, C.Z. (Panama)- 
Buenaventura, and once a week between Buenaventura and Guayaquil in Ecuador, 
with stops at intermediate ports. This line offers considerable time-saving in the trans- 
portation of mail and passeugers from Europe and the United States to the West Coast 
and the interior of Colombia. 

Inter-Ocean Line: Besides the connection with the West coast via the Magdalena 
and Transandean Line, a direct air route has been established between Barranquilla- 
Cartagena—Buenaventura, operated weekly in connection with the planes of the Pacific 
Line. As an example of the tremendous saving of time through the use of the air service, the 
trip by the usual method of steamboats up 
the Magdalena River and by railway, going 
from Barranquilla to Girardot, about 600 
miles, takes an average of between nine toten 
days. Now the daily trip by hydroplane 
covers the same distance in seven or eight 
hours. 

In Great Britain, as well as in Germany 
and France, the air mail fee in addition to 
the regular national postage can be paid in 
ordinary postage stamps according to an 
agreement between the SCADTA Company 
and the respective Ministries of Posts. For 
rates of postage in England, please apply to 
any British Post Office; with regard to re- 
servation of air passages and other detailed 
information, to the following SCADTA 
agencies :— 

London : Consulado General de Colombia, 
Sicilian Ave., Southampton Row, W.C.r1. 
seanra + cosann. Liverpool : Langstaff, Erenbert & Co., 

Royal Liver Building, Pierhead. 

In the United States of America air mail 
fee has to be paid in special air mail stamps, 
obtainable in SCADTA agencies, established 


[: 1920, there was established in Colombia the ‘‘ Sociedad Colombo-Alemana de 


Cape ates 2 = ‘ me A ° 
Capihetes ae Depertomestes —- — _ © in every important city. For information 
_ Carceteras ~~ . e 


tscate » wees please address to the SCADTA branch office 


MAP OF THE SCADTA AND COSADA in New York: Interamerican Aerotravel and 
AIR LINES AND CONNECTIONS. Supplies, Inc., 11, Broadway. 
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Banks of the Month 
By Prof. C. H. Reilly 


charming little Westminster Bank at Claygate, 

in Surrey, designed by Messrs. Searle & Searle, 
architects of Paternoster House, London, E.C. 

This is a bank in semi-rural surroundings set among 

trees. It appears to consist of the ordinary arrangement 

of a banking room with its adjuncts on the ground floor 


W : will begin our survey this month with a very 





Architects] [Searle & Searle 


BRANCH AT CLAYGATE, SURREY, WESTMINSTER BANK LIMITED 


and a manager’s flat above. What is*not so ordinary 
is that the bank has obviously bought a strip of land 
on either side of its premises so that the building can 
have side windows and the manager a side entrance. The 
whole is set back with a spread of wide paving in front 
which will one day be carried along as a broad side-walk 
to the road. At present this paving, cut off with a 
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paling at either end, has the pleasant effect of a fore- 
court. 

The building itself is a charming rectangular brick 
building with a hipped tile roof standing apparently on 
a series of arches. This effect of a building over an 
arcade is obtained by deeply recessing the windows and 
door frames within the arches and by painting these 
frames a dark colour in contrast to the white of the sash 
windows of the first floor. Now a building on arches 
always suggests a market or exchange, somewhere where 
folk can gather under cover and do business. This is there- 
fore a very appropriate motive for a bank to employ. 
Such a motive however needs a solid, restful super- 
structure such as is here provided. So much for the 
general idea. The detail is equaily good. The vertical 
line of the brick quoins at the angles, very easily suggested 
by the sinking of every sixth course of bricks, admirably 
binds the two contrasting storeys together, while the 
projecting band of four courses of bricks above the 
first-floor windows performs a similar function horizontally. 
These brick quoins therefore serve one of the purposes 
of an order and the band one of the purposes of a cornice. 
The result is a building which, while paying a certain 
deference to tradition, is not too definitely stylistic. 
Its features are a development not a reproduction of 
features made stale by centuries of use. Indeed I 
consider this to be a clever little building, strong and 
simple as a bank should be, yet purposeful and effective. 
It has only one feature that I find a little weak. After 
the solidity of all that goes below, the chimney-stack 
with its articulated flues looks a little strained and thin. 
If, however, every rural and suburban bank were as good 
as this, the Council for the Preservation of Rural England 
should rise up and bless the bankers, for here is the 
more difficult and positive side of their problem success- 
fully solved. It is easy enough to condemn each new 
shop, bungalow and petrol station which raises its head 
along our country roads. A more effective policy, I 
suggest, would be to welcome new structures. like this 
little bank, which, while serving modern needs, instead 
of doing damage to its surroundings, positively improves 
them. 

The second bank of the month is a definitely suburban 
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one at Acton. It is also a Westminster Bank but in 
this case designed by the bank’s own premises department, 
or superintended by them as part of someone else’s 
suburban development, for the bank is obviously part 
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Supervised] [By Premises Department 
BRANCH AT EAST ACTON, WESTMINSTER BANK LIMITED 





of a range of suburban shops. As such, with its gable 
standing in front of the long range of tile roofing over 
the shops and its face in grey oak and white plaster 
contrasting with the red brick stones on either side, it 
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must be very effective. One feels, however, to introduce pr 
a Tudor bank in a long range of new shops with nothing ur 
Tudor about them except the leaded lights of the windows 
above the shops (contrasting very strangely with the 





Architect] {[B. Thorpe 
BRANCH AT OXTED, SURREY, WESTMINSTER BANK LIMITED | 


plate-glass of the shops themselves) is an anachronism. 
Modern banking itself is too far removed from mediz- 
valism in spirit to be quite happy behind Gothic mullioned 
windows, just as the modern life of the manager is 
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probably at discord with the little Tudor windows of the 
upper floors. 
The Oxted Westminster Bank, also illustrated, is 
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ENTRANCE DOORWAY, OXTED BRANCH, WESTMINSTER BANK 
LIMITED 


another “ period” bank, the architect of which is 
Mr. B. Thorpe. From the photographs, and especially 
from the detailed one of the door, it will be seen that it 
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is a very clever piece of work of its kind. If the West- 
minster Bank were to build as an advertisement—I 
can see no other reason—a reproduction of some piece 
of old London, such as used to be a favourite section 
of all exhibitions of thirty years ago, I cannot imagine 





Architects) [Newcombe & Newcombe 


BRANCH AT BEDLINGTON, NORTHUMBERLAND, MARTINS BANK 
LIMITED 


that sort of thing being better done than in this bank. 
It is, however, frankly, fancy dress, entirely unrelated 
to modern life. It is well made, expensive fancy dress 
such as only a rich bank could afford to-day, but that 
does not make it any the less a masquerade. 
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As a contrast to this Oxted imitation of an old 
building, let us take a recent adaptation of a really 
old one—though not as old as the Oxted one pretends 
to be—which has been carried out at Bedlington in 
Northumberland for Martins Bank by Messrs. Newcombe 
and Newcombe, architects of Newcastle. These premises 
are in a colliery village and were once the local doctors’ 
house, and it is stated that that was their occupation 
for a hundred years. The interior has been gutted, and 
to get a reasonable height for the banking hall on the 
ground floor, the ceiling has been raised at the expense 
of the floor above. As these rooms however are only 
used for storage purposes, and as the interior was of 
no special interest, there was no great harm in that. 
The exterior, however, seems to me to have been altered 
for banking purposes very sympathetically. All that 
has been done has been to widen the ground floor 
windows and doorway. The architects have done this 
by inserting triple-light windows of the same detail as 
the rest and of a type much used in such early Georgian 
building. For the rest they have only added the 
bank’s name in admirable letters across the front and 
on a square metal plate by the door. The letters them- 
selves are as good as can be and serve the architectural 
purpose of holding together the new larger windows, 
which without them might have appeared to weaken 
too much the base of the building. 

Another practical little building of no great pretence, 
such as banks in small industrial districts in the north 
of England have to be to-day, is the new branch of 
Martins Bank at Billingham-on-Tees, Co. Durham. 
This little branch, at the corner of two roads in a housing 
scheme, is by Mr. Lofthouse, architect of Middlesbrough. 
It must be admitted that, having to build a tiny bungalow 
of a bank, the architect has been very handicapped. 
Without sufficient mass at his disposal even to compete 
with the little houses round about, he has yet had to 
give his building the windows and door of a much 
larger structure. He has nevertheless got a certain 
amount of dignity into his little building. I feel, however, 
if he had kept entirely to one material as in the 
Westminster Bank at Claygate, he would have got a 
broader effect. There is not room on this doll’s house 
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sort of a building for two such strongly contrasted 
materials as red brick and white stone. It would have 
been better, too, not to have broken the main mass with 
a projecting porch. The structure is not large enough 
to carry it off happily. The walls and railing round the 


Architect) [J. A. E. Lofthouse 
BRANCH AT BILLINGHAM, CO. DURHAM, MARTINS BANK LIMITED 


building also seem too complicated. Bank directors 
should realize that small buildings like this offer a far 
more difficult problem in design than their larger ones, 
and in such cases should be content with simpler forms 
of expression more suited to their size. 











